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Holiday Inn Lido Beijing 


In Beijing there is much to be enjoyed. Cultural sights, business 
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than a hotel. Which helps you enjoy 
Beijing more. More reasons to 
choose us first. 
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very high indeed. About 50,000 


if you consider the cruising altitude of the jet fighter for which Daewoo 
makes the critical center section. And not that much lower if you're talking 
about the fuselage work Daewoo has done on 7475 and Daewoo's joint effort 
in helicopter manufacture with Sikorsky Aircraft. Not that aeronautics is 
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manufacturing i Is “nny in Daewoo's state-of-the-art work in construction, 

telecommunications, shipbuilding, electronics and heavy machinery. Why not 
let the. same. technology. that enabled Daewoo to become one of the world's 

most advanced companies help your own company rise a little higher 





LETTERS TO THE EDITOR 


ICAC acted within its powers 

I refer to Christopher Marchand's article 
Grey market, red faces [SHROFF, 17 Aug.] 
and, in particular, the item relating to the In- 
dependent Commission Against Corrup- 
tion (ICAC) in Hongkong. 

Since the case against Ronald Li and his 
co-accused is currently sub-judice, there is 
much in the article upon which I cannot 
comment. Certain of the issues raised by 
Marchand, however, demand an im- 
mediate response; for instance, his sugges- 
tion that the ICAC was guilty of an abuse of 
power in disfosing the identities of Messrs 
Li, Sun and Tsang, following their arrest for 
offences contrary to Section 9 of the preven- 
tion of Bribery Ordinance, on 2 January. 

The arrests were made on a Saturday, 
and the disclosure was intended to avoid 
local and international speculation about the 
identities of those concerned and, as far as 
possible, minimise any adverse effects that 
such speculation might have on the normal 
operation of the stock exchange when 
it resumed business on the following 
Monday. 

The decision to release details of those ar- 
rested was taken by the, then, commis- 
sioner of the ICAC, Geoffrey Barnes (not, as 
reported, Graham Barnes whois, in fact, the 





secretary for lands and works) in exercise of 
his powers under the provisions of Section 
30(2) of the Prevention of Bribery Ordi- 
nance. 

It should be noted, however, that at all 
stages of the “stock exchange investigation,” 
the ICAC worked in close consultation with 
the attorney-general who is an ex-officio 
member of the ICAC Operations Review 
Committee (ORC). The function of the ORC, 
which comprises a number of ex-officio 
members, together with certain leading 
Hongkong citizens, is to advise the commis- 
sioner on operational matters and, among 
other things, to ensure that its power is not 
abused 


In light of the above, it should be ap- 
parent that Marchand's charge is entirely 
without foundation. 

One final issue I would like to clarify re- 
lates to Marchand's erroneous assertion that 
the ICAC ". . . routinely prosecuted journalists 
for the most trivial breaches of the secrecy 
provision." In fact, there has only been one 
ICAC case resulting in charges against mem- 
bers of the press for unauthorised publica- 
tion of details of an ICAC investigation; in 
January 1987 the editor-in-chief and busi- 
ness editor of a Hongkong newspaper were 
prosecuted for such an offence contrary to 


Business opportunities 


in Singapore:one night 
will produce many returns. 
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Massacre... what massacre? 

Either Francis Chang [LETTERS, 3 Aug.] was 
an unfortunate victim of the Western media 
propaganda onslaught, or he has a vested 
interest in the continuing power struggle in 
China. 


— Ra 
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He mentioned the 4 June Tiananmen _ 


massacre. But what massacre? I have seen 

two Hongkong-produced videotapes of the 

4 June incident but I failed to see any sign of 
mass killings by troops. Scores of people 

must have been killed, but to call it a mas- 

sacre is inaccurate. In an attempt to generate 

support and sympathy for the student pro- 

testers, the Western media inflated the 

death toll to somewhere between 3,000 and: 
7,000. 
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The only thing I disagree with in the use | 
of force to disperse the student protesters in 


Tiananmen Square was its timing — it 
should have been executed much earlier. 
Kota Kinabalu LEE SHAU FAH 


Cambodia's recipe for civil war 
Regarding Nayan Chanda's report Going it 
alone [10 Aug.], it is a pity that while the 
Paris conference on Cambodia is under 
way, the country itself is bracing for a long 
civil war. This is because both negotiators 
and mediators are not paying enough atten- 
tion to the major problem facing Cambodia: 
the return of the Khmer Rouge. 

Most mediators advocate a four-party in- 
terim government for Cambodia pending 
an internationally supervised election. But 
they do not realise that such a coalition gov- 
ernment — comprising the Khmer Rouge, 
other guerilla factions and the Hun Sen re- 
gime — would be a sure recipe for a civil 
war. Either the Khmer Rouge would win 
such a war within months or, worse still, 
Cambodia might become another Lebanon 
with the Khmer Rouge controlling most of 
the territory and carrying out acts of violence 
with impunity. 

The prevailing misconception stems 
from a belief that if included in a govern- 
ment of national reconciliation, the Khmer 
Rouge would behave responsibly. But this 
assumption ignores the Khmer Rouge's re- 
cord, their present activities, their leadership 
composition and their ideological orienta- 
tion. 


Any solution must begin with the re- 


moval of the present Khmer Rouge leader- 
ship and the dismantling of their military 
apparatus. A new and a moderate leader- 
ship, if one could be found, would have to 
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True! Today's innovators are very clever 
and ATOCHEM is here to help them with 
their chemicals and plastics. 

ATOCHEM can help them to develop 
new safer and efficient products to meet the 
needs of everyday life and modern technology. 

Plastics and chemicals from ATOCHEM 
contribute to the continuing development ot 
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many parts of our lives such as agriculture, 
building, cars and trucks, food, health, sport 
and water treatment to name just a few. 

ATOCHEM has research centres, pilot 
and production plants which work as close 
partners with designers and producers. Close 
collaboration ensures success and opens up 
new avenues for our brilliant inventors. 


ATOCHEM 
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ost frequent flyer. 





Nothing is more costly for an airline than 
engines that can't fly. Which is why no matter 
how else engine operation is measured, 
performance of duty, flight after flight, is the 
criteria that really matters. 
~~ . 

So among the high by-pass turbofans 
of the 60,000-pound-plus class, which has 
earned the accolade, “most reliable”? 

GE’s phenomenal CF6-80C2. 

Derived from the turbofan technology 
GE pioneered, the -80C2 began commercial 
service with the reliability record of an engine 
at full maturity. 

It's a record that's only gotten better. 
Among its peers, the CF6-80C2 typically 
requires fewer spare parts, which lowers your 
inventory. It makes fewer shop visits, which 
significantly reduces your maintenance costs. 
And its in-flight shutdown and delay and 
cancellation rates are so low, it is the only 
engine in the class to make FAA 180-minute 
ETOP approval possible for the new 
widebody twins now entering service. 

GE's CF6-80C2, the industry's most 


frequent flyer with the bonus of lower costs. 
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Room 501 at The Seoul 
Plaza Hotel 


When Mr. Hubert is in town, his friends 
know where to contact him 


Things have changed a lot. New buildings, new cars... 
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place." 
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be encouraged to renounce the Khmer 
Rouge's brutal policies. However, it would 
be naive to expect that the leaders will step 
down voluntarily. The international com- 
munity will have to ensure that. 

This calls for an international peacekeep- 
ing force, sufficiently large and well-equip- 
ped, to overpower the Khmer Rouge. How- 
ever, a UN peacekeeping force would be 
ill-suited to the task, partly because the 
UN, by its mandate, cannot intervene in a 
war involving domestic factions. An Asean 
force, especially a large Indonesian contin- 
gent, would be more suitable as it could 
quickly disarm the Khmer Rouge, provided 
Thailand ended its logistic support to the 
guerillas. The Indonesian forces would have 
to stay long enough to prevent any factional 
fighting or the re-emergence of the Khmer 
Rouge in any form. 

Additionally, Cambodia must Бе 
brought into Asean. Only under an Asean 
military and political umbrella would Prince 
Sihanouk and the moderates surrounding 
him have an opportunity to rebuild Cam- 
bodia free from further acts of violence by 
the brutal Khmer Rouge. 


Ottawa MAHMOOD ELAHI 





No connection with Swedish firm 

In the article Fortune of soldiers [10 Aug. ] 
on the lending activities of the Armed Forces 
of the Philippines Retirement and Separa- 
tion Benefits System (RSBS), a statement was 
made that “Another of the fund's borrowers 
is the Swedish-controlled Phimco Indus- 
tries, the match-making firm associated with 
Juan Ponce Enrile, former Marcos and 
Aquino defence secretary and now a mem- 
ber of the senate." 

I was not and am not "associated" with 
the Swedish-controlled Phimco Industries 
and your statement to that effect is mislead- 
ing, if not false. 

I wish to add that neither I nor my family, 
much less any of our businesses, has ever 
borrowed any amount of money from the 
RSBS. You can check, if you wish, the records 
of the RSBS. 


Manila (Sen.) JUAN PONCE ENRILE 





Author perpetuates shrine myth 
Not only are Axel Madsen's "critical obser- 
vations . . . understandably muted,” as Mar- 
tin Ebon wrote in his review of Silk Roads: 
The Asian Adventures of Clara and André Mal- 
raux [BOOKS, 17 Aug.], but Madsen seems 
also to have absorbed some of his hero's 
penchant for mythomania. An example of 
Madsen's own "colourful apocrypha" is that 
the sculptures stolen by Malraux, and re- 
covered, then "remained [in Banteay Srey] 
until 1970, when the shrine was destroyed 
in a Vietcong-Khmer Rouge attack on the 
Siem Reap stronghold of the Lon Nol gov- 
ernment." 

It is a priori difficult to see how Banteay 
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Srey, some 35 km distant, would have been 


involved in such an attack, and within the 
past year Banteay Srey has been visited by 
French experts who have confirmed what 
the Cambodian archaeological service has 
been saying since 1981, that that gem of 
Angkor architecture has suffered no dam- 








age at all. 
Penang MICHAEL VICKERY | 
Resignation was own choice 


In Saga of recovery [3 Aug.] it was implied | | 
was mainly responsible for the "recurrent | 


losses" of the Proton Saga car venture and as 
such the prime minister and the minister of 
finance had asked me to resign. 

To set the record straight, I was ap- 
pointed by the chairman of Proton as a dep- 
uty chairman, a responsibility which I had to 
shoulder in addition to my full-time position 
as vice-president of Heavy Industries Corp. 
of Malaysia, only on 11 December 1987. The 


objective was for me to assist in the overall | 


coordination and supervision of the man- 
agement of Proton. After a period of five 
months I came to the conclusion that, with 
limited time at my disposal, I could not carry 


out the responsibilities to the best advantage | 


of Proton and as such requested that I be re- 


lieved of that additional responsibility. | 
However, I am still on the board of Proton, a | 


position I was appointed to at the inception 
of the company. 

The other more serious innuendo made 
is that the losses suffered by Proton were 
due to Malay management. І cannot see 
how management capability can be ascribed 
to any racial group. The objective in suggest- 
ing that the appointment of two Japanese 
managers is "a blow to Malay pride" is sinis- 
ter and provocative. 

Kuala per MOHAMED SAUFI ABDULLAH 





Minister came from private sector 


In Down to business [13 July], it was stated | 
that Philippine Budget Secretary Guilermo | 
Carague is one of only two economic offi- | 


cials not to have come from the private sec- 
tor. Carague joined the government in May 
1986 as deputy minister and was appointed 
minister (now secretary) in March 1987. Be- 
fore that, he was working as a management 
consulting services partner from 1979. He is 
definitely not a career government official. 

Manila R. S. NAVARRO 








A thumping good cartoon 


As a Kiwi with closet Kangophile tenden- | 


cies, | enjoyed Shakespeare' s cover cartoon 
of "Australia on the ropes' ' [17 Aug. ]. I note 
his possibly unintended irony that the Aus- 
tralian economy has apparently stuffed itself 
in its training build-up with its coach, and is 
in bad shape for the real fight to survive 
prospective commodity down-cycles. 

Auckland PHILIP RIVE 
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Malaysia seems 
certain to emerge as 
= the next newly 
- industrialised 

country (NIC) even 
though Prime 
Minister Mahathir 
has pointed out that 
- thatisa mixed 
- blessing. Malaysia's 
AS par Capita GNP at 
just over US$2,000 is already twice that of 
neighbouring Thailand, the analysts’ 
favourite in the NIC stakes. Rapid growth 
has been fuelled by a surge of foreign 
investment which has in turn boosted 
exports of manufactured goods — now 
some 49% of total exports from a country 
generally thought of as a commodity 
producer. As well as a rapidly expanding 
industrial sector, Malaysia boasts a 
well-developed infrastructure, political 
stability, low wages, and a cheap 
currency — all essential requirements 
for the prospective NIC. Malaysia 
has reached the stage of development 
that NICS like Singapore and Taiwan 
were at a decade ago. Although many 
analysts remain unconvinced, speci 
correspondent N. Balakrishnan argues 
that there is little to stop Malaysia 
becoming the next NIC. Industry 
correspondent Carl Goldstein looks at how 
foreign investment is changing the face of 
Malaysian industry. 96 

Cover illustration by Yuen Tai Yung. 


INTELLIGENCE 


Norinco's Long Arm 

Recent moves in Peking to stifle the 
capitalist urges of domestic enterprises has 
apparently not extended to China North 
Industries Corp. (Norinco), the country's 
major arms dealer. Norinco, together with 
Hongkong's Liu Chong Hing Bank, has 
taken a 40% share in Thailand's most 
expensive land deal, the Baht 2 billion 
(US$77.22 million) purchase of 1.28 ha 
owned by the Standard Chartered Bank in 
central Bangkok. A new company to 
develop the land into a residential/hotel/ 
office complex called All Seasons Property 
was formed with Norinco's local partners. 
These are some of the best connections in 
Thailand: Prachai Egophairatana of Thai 





Australian pilots’ strike (16). 


Regional Affairs 


Cambodia : Peace Talks 

The Paris talks end in stalemate, making 
continuing guerilla warfare a likely 
outcome 14 

Cambodia : Ethnic Tension 

Premier Hun Sen plays down reports of 
mounting racial tension between ethnic 
Khmers and Vietnamese settlers 14 


Australia : Strike 

Prime Minister Hawke plays strike-breaker 
in domestic airline pilots' dispute 16 

Sri Lanka : Politics 

Opposition calls for Westminster-style 
government 17 


Japan : Socialists 
The main opposition party appears ready 
to reverse its stand 23 


Petrochemical Industry, who is the major 
financier for the Chart Thai Party, and the 
military-linked M. Thai property group. 
Interestingly, All Seasons won the bidding 
despite the existence of higher bids, one 
from a Thai-Japanese consortium at 
roughly 2075 higher than the winning 
figure. Norinco has made other moves 
away from its main line in Thailand. A few 
months ago the government ordered state 
power monopoly Egat to contract Norinco 
to build a coal-fired power plant. Egat's 
resistance in part contributed to the June 
crisis which saw the head of Egat, Kasame 
Chatikavanich, sacked. 


Indonesian Investment Fund 

A new investment fund for Indonesia, said 
to be in the region of US$200 million, has 
been launched in New York. Investment 
bankers Merrill Lynch, Hoare Govett and 
Baring Securities, are involved in launching 
the fund. With a handful of outside funds 
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The military government's crackdown on 
students and the opposition forces many 
to flee to towns on the border with 
Thailand 26 


Indonesia : Military 

The armed forces chiefs assure President 
Suharto they will maintain political 
continuity and constitutional processes 28 
Bangladesh : Politics 

President Ershad's cabinet reshuffle 
shakes up the ruling Jatiya Party 30 


Singapore : Immigration 

Prime Minister Lee's call for immigrants 

from Hongkong opens up discussion on 
emigration and the dominant position of 
ethnic Chinese 35 


Thailand : Communists 

The reduction of the country's communists 
to a handful of activists has led to calls for 
the abolition of legislation aimed at the 
party, and its replacement by a broader 
security act 36 ! 


India : Media 

A bid by the chief minister of Jammu and 
Kashmir to muzzle the state's press draws 
national media fire and highlights 
increased unrest in the troubled region 36 


Pakistan : Politics 

Prime Minister Bhutto's government is 
stymied by problems with the president, 
lack of full control over the army and a 
deadlocked parliament 38 


already plugged into Indonesia's fledgling 
capital market, domestic businessmen are 
wondering what an investment fund this 
size is expecting to invest in. Sources say, 
however, the new fund is expected to deal 
also with non-listed companies. 


Printing More Kyats 

Employees of the Burmese Government's 
printing press at Wazi have been working 
overtime recently, producing millions of 
new bank notes at the behest of the 
military regime headed by Saw Maung, 
according to intelligence sources. With this 
new money, the authorities have financed 
a 200-300% salary increase for civil 
servants, which was introduced earlier this 
year. In addition, government agents have 
been buying up badly needed foreign 
exchange in the black market in Rangoon, 
pushing up the rate from Kyats 40-45 to the 
US dollar a few months ago to 55-62 today 
(the official rate remains static at Kyats 
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Philippines : Referendum 

Referendums in southern Mindanao and 
the northern Cordilleras fuel the debate on 
regional autonomy 41 


Taiwan: Protest 

A teacher's sleep-in to protest against the 
country's high cost of housing draws 
widespread support among politicians 
eager to boost their fortunes at the next 
election 42 


Cargo : Air, Land & Sea 

Asian cargo shi look to computer 
networks to cut the red tape which 
threatens to strangle the industry 49 


Arts and Society 


Hongkong: Politics 

China's crackdown has swept across the 
border, ripping apart the once loyal leftist 
groups in theterritory 77 


Australia : Music 

Peter Garrett, master of politics and rock 
and roll, is hitting the campaign trail with 
his band Midnight Oil 78 


Business Affairs 


South Korea : Trade 

Seoul warns that the won may have to be 
devalued against the US dollar after a 
sharp slowdown in exports 84 


6.55). A special envoy, identified as Ne 
Oke, has also made several trips to Ranong 
and Bangkok in Thailand where he has 
changed several hundred million kyats 
into baht. As a result of all this, inflation 
has soared to 50% with prices of daily 
commodities rising rapidly. Petrol fetches 
Kyats 70-80 per gallon in Rangoon and as 
much as Kyats 200 upcountry; the official 
price is Kyats 16 per gallon. Currently, rice 
costs Kyats 25-28 per pyi (2.13 kg), 
compared to Kyats 10 in January. 


The Missing Links 

The recent Singapore offer of facilities for 
US forces took Malaysia by surprise and 
may have contributed to the sharpness of 
its reaction. But it is understood the 
Singaporeans did in fact call a meeting of 
Asean intelligence representatives two or 
three days beforehand and ask them to 
pass on the gist of the pending 
announcement to their governments. The 


7 SEPTEMBER 1989 


Japan : Policies 


Taxpayers will have to pay more to provide 
adequate health and welfare services for 


the growing numbers of elderly 85 
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A flood of cheap imports from China is 
crippling Vietnamese industry 86 
Indonesia : Companies 1 

Jakarta may sell a 40% stake in a state 
trading company 87 


Hongkong : Companies 2 

Hongkong Bank sets stage for shift of 
domicile to Britain 88 

Japan: Policies 

Washington appears set to back Tokyo's 
bid to become No. 2 at the IMF 89 


Malaysia : Economy 

On course to be the next NIC 96 
Electronics transforms face of industry 98 
Political doubts are exaggerated 100 


Thailand : Companies 1 
Thailand's Unicord group buys a major US 
fish canner 108 


Thailand : Companies 2 
Asian firms grab US markets 108 


Philippines : Markets 
Manila’s largest private company flotation 
may mark a new trend 109 


Japan: Banking 
A merger in Japan forms the world’s 
second-largest bank 110 


word in diplomatic circles is that someone 
who should have had Kuala Lumpur's 
interests at heart was off playing golf at the 
time of the meeting. 


Peaceful Greetings 
The Chinese President 
Yang Shangkun has 
proposed to his 
Taiwanese 

counterpart, Lee y 
Teng-hui, that the KAR 
Kuomintang- = 
controlled island of Á & b 
Kinmen be turned | 

into a zone of peace as Lee. 

a prelude to the 

demilitarisation of the Taiwan Strait. The 
message was carried by Hsing-yun, the 
abbot of a well-heeled Buddhist temple in 
Kaohsiung, who met with Yang in May. 
Taipei plans soon to open up to tourism 
the heavily garrisoned island, which is 2 
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km off the mainland coast. Yang suggested 
that if mainland tourists also were allowed 
to visit Kinmen, it might prove a step in 
the direction of general demilitarisation. 
Yang's overtures to Lee were contained 


in a letter passed on by the abbot. 


Wifely Persuasion 

The wife of Chin Peng, the ageing leader of 
the Communist Party of Malaya (CPM), has 
quietly left her residence in Peking to join 
her husband in the jungles of southern 
Thailand. The move was arranged by Thai 
officials, with Chinese Government 
approval, in the hope that it might help to 
persuade Chin to give up his four-decade 
struggle against the Malaysian 
Government. Chin, who is now in his 70s, 
is reported to be living in the Betong area, 
near the Thai-Malaysian border. He leads 
the CPM’s main pro-Peking faction, which 
is now estimated to number only about 
1,000 guerillas, е 
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~ By! Michael Field i in Paris and Rodney 
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he Paris talks on Cambodia ended 
e iaff'alemate on 30 August, and 
with them the last chance of the 
| four Khmer factions reaching a 
` peaceful settlement before Vietnam carries 
out its projected withdrawal of troops by the 
end of this month. Despite considerable dip- 
lomatic efforts, the talks foundered on the 
obstacle that has always blocked a solution: 
how to contain within a future Cambodian 
reconciliation government the militarily 
powerful communist Khmer Rouge, whose 
. brutal excesses when holding power 
. prompted the late 1978 Vietnamese inva- 
sion. 
New talks are unlikely to begin before 
next year, ending the dreams of some Cam- 
< бофапѕ that they might be allowed to con- 
. tinue arguing — and enjoying French hospi- 
tality — indefinitely. More crucially, the 
deadlock has opened up the possibility of a 
situation developing like that in Afghanistan 
where, following the Soviet withdrawal, 
guerilla factions have continued a so far un- 
successful battle to dislodge the regime left 
in place. The pro-Hanoi Cambodian Gov- 
ernment led by Premier Hun Sen may prove 
ally difficult to overthrow. 
"Failure" was a taboo word at the end of 



























P Ancier t él 1 









racial conflict is growing in С 





Cambodia against the backo 


tical element to the conflict. - 


During a recent trip to Cambodia, this correspondent v was 
struck by the strong anti-Vietnamese attitudes e d ig 
the general population. and by some governme ffi ls hc 
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Failure of Paris talks signals return to battlefield 


ities 


While the peace talks i in Paris remain deadlocked, 1 he spe seid tre of zn 
tween the Vietnamese and. Khmers is be; gi jin ir ir 
rop of Viëtnamese oc Hoop Wi t ale al 
— scheduled to begin on 7 September — emotional charges of 
Vietnamese colonialism at the Paris talks have added. a new poli- 





rc a | 1970 hundreds of Vietnamese were slaughtered | 








CAMBODIA 






the 20-nation Paris conference. French For- 
eign Minister Roland Dumas said it was "too 
soon to reach a compromise" among the 
warring factions "but not too soon to start 
working on one." But though two days ear- 
lier Dumas had called for a last political effort 
to accept necessary compromises, the true 
state of play was shown by the absence from 
the final plenary session by the US, Soviet 
and Chinese foreign ministers, and by Bri- 
tain sending only a junior Foreign Office 
minister. UN Secretary-General Perez de 
Cuellar was not there, despite the role of a 
UN fact-finding mission which sent in a 200- 
page report explaining exactly how difficult 
and expensive it will be to establish a control 
mechanism in logistically impoverished 
Cambodia. 

The UN-recognised coalition govern- 
ment led by Prince Norodom Sihanouk 
comprising his own faction, the Son Sann- 
led Khmer People's National Liberation 
Front (KPNLF) and the Khmer Rouge, and 
their opponents in the Phnom Penh govern- 
ment, rejected each other's proposals out- 
right and stood their ground on immovable 
positions. The French, who had successfully 
defined the working methods of the confer- 
ence, produced their "solution" out of a hat. 
It took the form of a "protocol of agreement ј 
incorporating the "quadripartite" principle 
demanded by Sihanouk and Son Sann and 


Hun Sen's absolute refusal to share power 
before elections. 

This officially and aptly named "non- 
paper" proposed that Sihanouk, as head of 
state, should preside, like a French presi- 
dent, over the whole body politic which in- 
cluded vice-presidents from the other par- 
ties, butleft Hun Sen as head of government 
until the elections. Both sides turned it 
down. 

For Sihanouk the kernel of his side's 
thinking was lacking: a proposed quadripar- 
tite government of national union of great 
complexity in which the key posts would be 
strictly shared out and in which the Khmer 
Rouge would everywhere be cornered by- 
two non-communist factions and their rival 
communists. 






he Paris meeting may have 1 
some headway towards reach 
agreement on the "external as- 
pects" of the Cambodian conflict, 
such as forming an international peace- 
keeping force to monitor the Vietnamese 
withdrawal and military supplies to the war- 
ring Cambodian factions. But it also high- 
lighted the deepening intractability between 
the two sides in the conflict — the Phnom 
Penh regime, backed by Vietnam and the 
Soviet Union, and the resistance coalition, 
solidly backed by China and Asean with 
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more critical Western support, which while 
nominally headed by Sihanouk gains its 
muscle from the Khmer Rouge. 

No one wants an Afghanistan-style set- 
tlement. In the Cambodian context, the role 
of the Afghan mujahideen would be played 
by the 30-40,000 troops of the internationally 
despised Khmer Rouge, with the less 
militarily capable Sihanouk faction and the 
other non-communist faction, the KPNLF, 
maintaining the resistance's legiti- 
macy. 

The major sticking point in Paris 
was the extent to which the Khmer 
Rouge would participate in whatever 
political structure eventually follows 
the final Vietnamese withdrawal. 
With Hun Sen and the Vietnamese 
insisting that none of the current 
Khmer Rouge leadership can have a 
share in governing the country, and 
Sihanouk and his backers equally 
insistent that a total political eclipse 
of the Khmer Rouge will lead to a 
protracted civil war, Bangkok-based 
diplomats and military analysts 
are once again having to size up 
the Khmer Rouge's battlefield poten- 
tial. 


<. 
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The Western diplomatic consen- 
sus is that the Khmer Rouge are not 
poised for an immediate thrust 
against Phnom Penh once the Vietnamese 
are gone. One important factor is that the 
Khmer Rouge rely on Chinese military 
supplies and diplomatic support. Peking, 
according to diplomatic sources, has shown 
in Paris that it is by no means prepared to 
abandon the Khmer Rouge. However, it 
also does not want to thicken the interna- 
tional cloud over its own head as a result of 
the brutal suppression in June of China's 
democracy movement, by championing a 


to the political settlement, or be used as pretext for the continua- 


tion of the war," he said. 


Hun Sen said Vietnamese residents in Cambodia, who num- 
bered nearly half a million when Prince Norodom Sihanouk wa 


Hun Sen: no compromise on Khmer Rouge. 


resurrected Khmer Rouge regime in Phnom 
Penh. 

A strike on Phnom Penh by all three re- 
sistance factions led by Sihanouk would di- 
lute any international criticism of a military 
solution in Cambodia, but this also is 
thought by diplomats to be unlikely. A pro- 
tracted guerilla war by the resistance against 
the Phnom Penh forces would make more 
sense in terms of minimising resistance 





casualties and maintaining international 
support for the eventual removal of a Viet- 
namese puppet regime in Phnom Penh. 

There hàve been press reports in 
Bangkok of stepped-up fighting across the 
Thai-Cambodian border, but one Western 
military analyst said there had been only a 
"moderate increase in fighting" in recent 
weeks. 

At the same time, intelligence sources 
say that the Khmer Rouge is consolidating 


dians politics. 





its forces in the remote Cardamom Moun- 
tains area of southwestern Cambodia. This 
is the area which originally nurtured the 
Khmer Rouge movement. Ta Mok, the ruth- 
less Khmer Rouge northern Cambodia com- 
mander, is reported to have moved his 
troops to join those in the southern Car- 
damom area under the direct command of 
Pol Pot, who is still believed to exercise au- 
thority despite having formally stepped 
down as the Khmer Rouge leader. 


" E О: From a military viewpoint, this 
— 3 makes sense. The Cardamom range 


is difficult terrain for Phnom Penh 
forces to penetrate successfully, and 
could prove an effectiwaedgubt for 
Khmer Rouge forces to operate from 
in the light of whatever emerges from 
the Paris meeting. The Khmer Rouge 
are reported to have a generous 
amount of military equipment, in- 
cluding heavy mortars and even field 
artillery, supplied by China. 

While Bangkok has made public 
noises about closing the Chinese mi- 
litary supply route through Thai terri- 
tory as part of a political settlement, 
Thai Government sources say there 
has been no such decision. Thai 
officials believe that, despite its 
publicly expressed revulsion towards 
the Khmer Rouge, the US has been 
quietly aiding the Khmer Rouge war 
effort for several years. "We would like 
to see a lead against the Khmer Rouge 
taken by the US before we close the Chinese 
supply route," one senior Thai official 
said. 

Apart from the fact that the Khmer 
Rouge command would only be able to 
muster an estimated combat force of less 
than 20,000 for any concerted military thrust 
against Phnom Penh, the Khmer Rouge 


crime could open the door to their formal participation in Cambo- 


In what appears to be a further hardening of the Phnom Penh 
position, Hun Sen said the Khmer Rouge 


political and military 


in power, now totalled less than 90,000. In addition, Cambodia 
has aout 500,000 ethnic Chinese residents, he said. Western dip- 
lomatic sources said they estimate there are about 200,000 Viet- 
namese living in Cambodia — many of them newcomers rather 
than long-time residents. Hun Sen argued that "if they [the gov- 
ernment's opponents] now insist on expelling the Vietnamese re- 
sidents, will they also accept the expulsion of Chinese residents? 
Of course, I'll not accept the demand of expulsion of any foreign 
residents, Chinese, Vietnamese or any other." 

While Hun Sen is prepared to be conciliatory on the question 
of Vietnamese settlers, he is uncompromising on the Cambodian 
resistance demand that the word "genocide" be removed from 
conference documents. "If we slip back on this question my gov- 
ernment will fall within three months. My government exists be- 
cause we have the policy of Pol Pot's genocidal re- 
gime," he said. Clearly, the efforts of Phnom Penh to exclude the 
Khmer Rouge from any future government hangs by the use of 
the term “genocide,” and to absolve the Khmer Rouge of that 
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organisation had to be disbanded. In the past, Phnom Penh had 
demanded that the Khmer Rouge army be disbanded, but indi- 
cated their political role was acceptable. However, Hun Sen said 
that was a misinterpretation of the Cambodian position. Only 
those individuals who denounce Pol Pot's policies and disas- 
sociate themselves from him would be able to take part in Cam- 
bodia's future political structure. These former Khmer Rouge 
would have to adopt a new name and new programme for their 

Hun Sen implicitly admitted it was the Khmer Rouge alliance 
with Sihanouk that increased the prince's bargaining position. 
He said Western countries and Asean want to "keep the Khmer 
Rouge as counterweight to maintain the position of Prince 
Sihanouk. If they abandon Pol Pot it would be difficult for them 
to bargain with us to give more power to Prince Sihanouk." He 


said Pol Pot and Sihanouk were in t "but at this mo- 

ment Prince Sihanouk needs Pol Pot more than the latter needs 

him." п Nayan Chanda 
15 
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leadership is thought to be divided on how 
to prosecute the war. While Ta Mok is 
thought to have spoken of a "fight to the 
death" scenario whatever happened in 
Paris, former foreign minister in the Khmer 
Rouge regime when it was in power, leng 
Sary, and other leaders are understood to be 
taking a more diplomatic, more acquiescent, 
stand. 

Whether or not the Vietnamese troops 
have actually been disengaged, military ana- 
lysts report that Hanoi's troops have carried 
out many "softening up" assaults on the 
Cambodian resistance over the past two 
months. The strategy is for Vietnamese artil- 
lery gupneggeto hammer pockets of resist- 
ance fighters and then for Phnom Penh 
troops to move in to consolidate the pacified 
areas. 

One area which has been a particularly 
bloody battlefield is Pailin, one of the Khmer 
Rouge's strongholds in the Cardamom area. 
Apart from being a militarily strategic area, 
Pailin is rich in rubies and other gems, and 
the Khmer Rouge has been exploiting these 
resources. 


ther resistance forces are reported 

to have been active further north, 

in the Siem Reap, Sisophon and 

Battambang areas of western 
Cambodia since mid-July. The Sihanouk 
forces, which Western sources estimate to 
number as many as 20,000, and the KPNLF, 
with an estimated maximum of 10,000 fight- 
ers, are reported to be awash with military 
equipment, supplied by the Chinese as a re- 
sult of US pressure. Supplies to the two 
factions also arrive from Singapore and 
France, and the two are understood to 
have stepped up recruitment both from the 
Cambodian interior and from their various 
refugee camps along the Thai-Cambodian 
border. 

Ranged against the resistance forces are 
Hun Sen's troops, numbered at 40-45,000 
regular soldiers. They are backed by a militia 
perhaps 100,000 strong, whose potential has 
yet to be proved in real battle. One Western 
military analyst said that the Phnom Penh 
forces had received a large consignment of 
military supplies from the Soviet Union re- 
cently, comprising small arms, ammunition 
and armoured vehicles. But the Phnom 
Penh forces’ reliance on Vietnamese artillery 
support — recognised by military experts to 
be extremely effective — renders them vul- 
nerable to guerilla attacks after the Vietnam- 
ese withdrawal. 

Overall, the scenario in Cambodia is one 
of more fighting despite the Paris talks. And 
the Cambodian propensity for fighting and 
corruption is leading to a great deal of frust- 
ration among, concerned international par- 
ties, among whom there is a growing feeling 
that a political settlement will eventually 
have to be imposed on the country, rather 
than being worked out by the Cambodians 
themselves. Ы 
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AUSTRALIA 


Hawke defends wage restraint — and union power 


The strike breaker 


By Michael Malik in Sydney 


aced with the most serious challenge 

yet to its six-year-old wages “accord” 

with the trade union movement, the 
Australian Labor Party government has 
found itself in the ironical position of a 
strike-breaker — calling in military person- 
nel and aircraft, and allowing foreign car- 
riers to break the previous monopoly of the 
domestic airlines on carrying passengers 
round Australia. 

It is the first such instance since the 1949 
Labor government of Ben Chifley used the 
armed forces to break a strike by com- 
munist-led coal miners, but this time Prime 
Minister Bob Hawke is counting on the 
times and public sympathies being great- 
ly different. So far, the conservative opposi- 
tion has supported Hawke's tough action, 
though it does not support the accord. 

This time, the industrial action has been 
taken by the 1,645 pilots of Australia's three 
domestic airlines — the government-owned 
Australian Airlines, and Ansett and East- 
West, both owned by a joint venture be- 
tween the transport giant TNT and Rupert 
Murdoch's News Ltd media empire. 

The pilots already earn between 
A$42,000 (US$31,963) and A$130,000, as 
against a national average wage of just 
below A$28,000. Their claim for a 29.5% rise 
thus seeks increases which in themselves 
are more than many people earn. Under the 
wages accord, most of the workforce has 
had to be content with single-digit pay in- 
creases, which have generally lagged be- 
hind the inflation rate. 

Hawke sprang into politics from the 
trade union movement, in which he rose to 
leadership of the Australian Council of 
Trade Unions (ACTU), the powerful umbrella 
organisation covering most blue-collar and 
clerical unions. In Hawke's six years as 
prime minister, the vital plank in economic 
policy has been his accord with the present 
ACTU leadership. This has successfully held 
down high wage claims and caused a drop 
in workers' real earnings, in exchange for 
the steady winding back of unemploy- 
ment (which stood at more than 10% when 
the ALP took power) and the promise of 
a restructured economy which eventually 
would guarantee growth and prosperity. 

But after yet another year in which infla- 
tion has stubbornly refused to come down 
below 7%, the ACTU leadership — most im- 
portantly its secretary, Bill Kelty — is finding 
it harder and harder to hold in check the 
more militant unions and get them to accept 
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pay rises (supplemented with income tax re- 
ductions) which barely keep pace with the 
cost of living. 

ACTU leaders themselves recognise the 
decreasing numbers of union members in 
the workforce — down from 51% in 1976 to 
42% last year — and the drift towards per- 
sonal bargaining rather than the accord's 
collective agreements enforced with the 
weight of the Industrial Relations Commis- 
sion (IRC), which has the force of a law court 
once it sanctions a wage award. 

The ACTU’s power and Kelty's personal 
commitment to improving the lot of the 
lower paid and preserving a "caring" system 
all spring from the continuation of the pre- 
sent central wage bargaining system. Once 
there is a free for all, union influence will 
automatically crumble. Like many profes- 
sional-level associations, the pilots' union, 
the Australian Federation of Airline Pilots 
(AFAP) is not affiliated with the ACTU. 

The pilots’ dispute escalated quickly, 
after they began working only nine-to-five 
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Passengers on board an airforce plane. 


office hours. The first step by the airlines 
was to request that the IRC cancel the award 
under which pilots’ wage structures have 
been negotiated, thus putting them outside 
the official wage-fixing system, plus a threat 
of legal action against the union for losses of 
A$2.5 million revenue a day. The AFAP 
promptly handed in the resignations of all 
its members, which it said made the union 
no longer party to the legal actions. 

But after more than a week, there was no 
sign of the pilots' resolve cracking, and some 
ominous signs that Hawke might have mis- 
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calculated on several fronts. The emergency 
services, while only managing to move 
about 50,000 of the usual 250,000 passengers 
who fly on any one day across Australia, 
were coping with essential travel and con- 
sequently have defused any public anger. 

Meanwhile, the airlines were suffering 
huge revenue losses, and the tourist indus- 
try claimed the dispute was costing some- 
thing like A$36 million a day and could 
cause long-term damage to Australia's sec- 
ond most important foreign-currency earn- 
er at a time when a foreign balance deficit 
is one of the government's biggest economic 
headaches. 

While lower-paid workers may not have 
much sympathy for those Hawke has dis- 
missed as "glorified bus drivers," there are 
few signs of solid public support for the hard 
line either. The basic factis that most Austra- 
lian workers are feeling the draft from the 
troubled economy and can well understand 
why any group of workers might want to 
protect their relative earning power. 

The dispute comes at a time when work- 
ers are aware that top business executives 
have been handing themselves massive pay 
rises from their recent record profits, and 
after major awards to judges and federal 
members of parliament — including Hawke 

imself — last year. While calling for re- 
straint from the workers, MPs accepted a 
three-tier pay rise which will give them 36% 
increases over two years. 





ree market advocates also have ques- 
tioned the very basis of government 
and ACTU thinking in allowing suc- 
cessful sectors of the economy, such as the 
service industries, to suffer from the whole 
"leveling" process that the accord has 
brought to the economy. 

The government-owned national carrier 
Qantas is a case in point. It ade a con- 
‚ vincing case that wage restraint is costing it 
key staff in what is an international market 
for aircraft engineers and technicians. Mil- 
lions of dollars worth of maintenance work 
is being given to foreign airlines as far afield 
as Ireland because of staff shortages in its 
own hangars. 

It is at this stage that a mediator who is 
not committed to either side is badly 
wanted. Many political and industrial obser- 
vers have been surprised that Hawke, by 
tradition and training the master of com- 
promise, should have involved himself so 
heavily at the outset that he has virtually 
ruled himself out for that role. 

One hint of compromise has come from 
Transport Minister Ralph Willis, who has 
said that if the pilots had opted to stay in 
the wage negotiating machinery, no doubt 
some special case would have been worked 
out to give them somewhere between 1295 
and 1576 increases. But it seems unlikely 
that a member of the government can now 
intervene successfully given Hawke's un- 
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Opposition call for new government looks doomed 


Conversation piece 


ive of the six opposition parties in the 

Sri Lankan parliament have made a 

united demand that a provisional 
government be formed by parliament to run 
a country racked by civil war and threatened 
with economic collapse. But these parties 
have neither suggested a constitutional for- 
mat for setting up such a government nor in- 
dicated what role President Ranasinghe Pre- 
madasa, who won a six-year mandate in De- 
cember, would play in the establishment 
they propose. 

The most formidable of the opposition 
parties who have sought the scuttling of the 
French-style executive presidential system 
and a return to the Westminster model is 
former prime minister Sirima Вапааг- 
anaike's Sri Lanka Freedom Party (SLFP). 
Bandaranaike, who herself sought the presi- 
dency in December, has also challenged Pre- 
madasa's election victory in the courts. 

The SLFP has been joined in the provi- 
sional government demand by four other 
opposition parties of varying significance 
while one, the Eelam Revolutionary Organi- 
sation of Students, generally considered 
aligned to the Liberation Tigers of Tamil 
Eelam (LTTE) now fighting the Indian Peace- 
keeping Force (IPKF) in the country, has not 
subscribed to the joint statement. 

The parties that have include the Eelam 
People's Revolutionary Liberation Front 
(EPRLE), a pro-Indian group now running 
the semi-autonomous provincial council in 
the temporarily merged northeastern pro- 
vince. The EPRLF is an implacable opponent 
of the LTTE, the dominant Tamil guerilla 
group which has now reached an under- 
standing with the Colombo government to 
get the IPKF out of the country. The other 
parties backing the provisional government 
demand are the Sri Lanka Muslim Con- 
gress, which commands considerable Mus- 
lim support in the east, the United Socialist 
Alliance, a leftist grouping of SLFP break- 
aways and other leftwing parties, and the 
Mahajana Eksath Peramuna, a nationalist- 
socialist grouping. 

The parties, which have assured that 
elections to a Westminster-style parliament 
will follow, have said that "forces not rep- 
resented in parliament" must be consulted 
in the changeover and have stressed that 
"peace must first be established and normal- 
ity restored." This is a clear reference to the 
Janatha Vimukthi Peramuna (VP, or 
People's Liberation Front), which is cur- 


rently waging a violent struggle against the 


government in the predominantly Sinhalese. 
areas of the country. The statement urged all 
those engaged in violence to give it up and 
contribute to making the proposals work. 

The statement came as violence con- 
tinued to escalate, with the JVP and its mili- 
tary wing stepping up atta Magongthe sec 
urity forces and their families. In turn, a 
tacks by the security forces have also in 
creased, and the number of dead bodies. 
found daily on the roadside, floating down: 
rivers and washed up on the beaches has 
mounted alarmingly. 

The Premadasa administration has r 
peatedly indicated its willingness to tal 
terms with the Sinhalese rebels of the Jv 
just as it is talking to the Tamil LTTE. The: 
offer remains open despite the Jvp’s disincli-- 
nation to accept the proferred hand. The 
government realises that the LTTE came to. 
the negotiating table as a result of the mili- 
tary pressure mounted by the ІРКЕ. Some 
sections of the government believe that the 
current military pressure on the JVP may | 
similarly influence that group. 

"There are differences within the leader- 
ship of the JVP on how they should respond 
to the government's invitation," one leader 
of the government, who did not wish to be 
identified, said. "But some of them are af- 
raid that it is a trap and they would be 
bumped off if they come out of hiding." 

Premadasa, though he is also the defence 
minister, has tried to distance himself from 
the anti-jVP military operation being hand- 
led by Foreign Minister Ranjan Wijeratne, 
who also is minister of state for defence. 


Wijeratne makes no secret of his conviction |... 


that a military solution is the only answer. 


But Premadasa, ever hopeful of a politi- — | 


cal solution, wants to play umpire in solving 
the conflict with the JVP at some future date. 
However, the JVP is keeping up the heat. In 


addition to the attacks on the security forces... 


and their families, the rebels have demon- 
strated the ability to frighten people into 
closing shops, offices and factories. 


Premadasa has not yet reacted to the op- _ — 


position proposal for a provisional govern- 
ment. Bandaranaike knows as well as he 
that unless the JVP in the south and the LTTE 
in the north agree to the peace plan and give 
up violence, changing the present system 
will make little difference to Sri Lanka's trou- 
bles. As things stand, no constitutional 
changes will be possible without the consent 
and participation of the ruling United Na- 
tional Party, which has an absolute par- 
liamentary majority and can outvote the 
combined opposition. n 
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Amnesty claims at least 
1,300 killed in China 
> The human-rights organisation 
Amnesty International (АІ) said at least 
1,300 people were killed by Chinese 
security forces in Peking in early June. 
In a message to Chinese Premier Li 
Peng, Al said there was strong evidence 
that, after the initial brutal army crackdown 
in Peking on 4 June, Peking had taken a 
deliberate decision both to carry out secret 
executiqns азж also to publicise certain 
death sentences "to cow political 

ition.” Al called on Peking to end the 
use of judicial killing as "a political tool." It 
also expressed concern at the fate of “many 
of the thousands" of detainees since the 
crackdown, particularly that of student 
leader Wang Dan, who was arrested in July. 
Quoting a former police officer who had 
fled China, Al said Wang was reported to 
have been executed in secret after torture 
and that it had received reports that 
beatings, torture and humiliation of 
detainees were commonplace, in some 
cases resulting in deaths. 


Vietnamese boat people 
riot in Hongkong 


> About 1,000 Vietnamese boat people 
seeking asylum in Hongkong rioted and 
attacked the police on 27 August. They 
were among 5,500 refugees detained on one 
of the outlying Soko Islands pending 
"screening" to determine whether they 
were political refugees or economic 
migrants. A police spokesman said the 
disturbance broke out following a dispute 
between north and south Vietnamese who 
were queueing up for hot rations. When 
police intervened, they were stoned and 
attacked and, despite the use of tear gas, 
were forced to abandon the island. They 
reasserted control the following day. 
Twenty-three police officers were injured, 
while the number of Vietnamese casualties 
was not known. Five women claimed they 
had been raped. Ten Vietnamese suspected 
of leading the disturbances were arrested. 
About 1,100 south Vietnamese who said 
they feared reprisals were evacuated to 
another island. 


New Zealand agrees 

to terms on frigates 

> New Zealand and Australian ministers 
reached agreement in Canberra on 29 
August on the terms to buy two Australian- 
built German Meko 200 frigates, with an 
option of two more later, as part of an 


Australian re-equipment programme. New 
Zealand would pay an average NZ$100 


million (US$58.9 million) a year over 15 


18 


years if it takes four, or for eight years 

if two are bought. The terms will be taken 
to the New Zealand cabinet on 4 September 
and to the full caucus of all MPs of the 
ruling Labour Party on 7 September. 
Opposition within the party remains 
strong, but the cabinet will recommend 
acceptance and there are growing 
indications MPs will accept the deal. One 
persuasive argument, with unemployment 
at 11%, is that New Zealand industry will 
have access to 20% of the work if it takes the 
four frigates. 


Indian opposition tests 

strength with work stoppage 

> A national one-day strike on 30 August, 
organised by political parties opposing 
Prime Minister Rajiv Gandhi's Congress 
government, resulted in widespread work 
stoppages and shop closures in states 
controlled by opposition parties. The 
stoppage also received support from labour 
unions in Congress-controlled or Congress 
coalition governments in other states. The 
stoppage was seen as an important 
indication of opposition strength, as well as 
of its tactical unity, in the run-up to national 
elections expected before December. 


Social indicators 
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“Forecast Source: Prospects of World Urbanisation, UN 


China and Laos 

restore party ties 

> The communist parties of China and 
neighbouring Laos restored official relations 
during a visit by Lao Deputy Foreign 
Minister Thongsavat Khaikhamphithoun, 
China's official Xinhua newsagency said. 
Neither Peking nor Vientiane had ever 
announced that their party ties had been 
broken, though bilateral relations had been 
strained since Laos' ally Vietnam invaded 
Cambodia in 1978. The Lao official was in 
China preparing for a visit by Lao Premier 
Kaysone Phomvihane, whois also the party 
secretary, later this year. 
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India and Nepal agree 
to summit over dispute 
> After almost six 
months of verbal war 
between India and 
Nepal over their 
bilateral relationship, 
India's Foreign 
Minister P. V. 
Narasimha Rao 
visited Kathmandu 
on 25-26 August, 
paving the way for a 
summit between King Birendra and Indian 
Prime Minister Rajiv Gandhi early this 
month during a non-aligned movement 
meeting in Belgrade. Landlocked Nepal has 
suffered economic hardship following the 
two neighbours' failure to renew treaties on 
trade and transit. 
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Hoh faces pressure for 

ruling party reforms 

» President Roh Tae Woo is facing 
pressure within his own ruling Democratic 
Justice Party (DJP) to speed up democratic 
reforms by allowing the free election of the 
vice-president and other senior leaders. 
Heading this movement is Lee Jong Chan, 
the DJP secretary-general, who plans to table 
a sweeping proposal for internal party 
democracy at the DJP national convention in 
December. Lee, 52, a third-term elected 
legislator, is fast emerging as serious 
contender for the presidency when Roh's 
current term ends in 1993. Lee is steadily 
gathering supporters in a move to counter 
the power of party leaders from North 
Kyongsang province, which has produced 
three of South Korea's past four presidents. 


Kim Dae Jung indicted 

over So spy case 

> After two months of political wrangling 
over a spy scandal rocking the Party for 
Peace and Democracy (PPD), the Seoul 
district prosecution has indicted PPD 
president Kim Dae Jung and two of his top 
aides under the National Security Law. 
Kim, 63, was formally charged on 25 
August for withholding information on a 
secret trip made to North Korea a year ago 
by So Kyong Won, a PPD legislator. He was 
also charged with accepting US$10,000 from 
So, who has been detained for allegedly 
taking US$50,000 to spy for North Korea. In 
addition, Kim was charged with breaking 
the law on foreign currency control for 
failing to report to the bank the foreign 
currency in his possession. If convicted on 
both counts, the former opposition 
presidential candidate could face up to 15 
years in prison. 
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And how does Alcatel perceive such glaring 
differences? Simple. Wherever a customer or 
potential customer is based, there are local Alcatel 
experts living and working in the same country. 

They are there to make sure that our com- 
munications systems have the flexibility to match 
the customers specific requirements. And this 


To most communications systems compan 
To us they're a Thai, an Indone: 


applies to Public Network Systems, Transmission, 
Business Systems, Cables, Network Engineering 
and Installation. 

Of course, this sort of customer commitment 
and support requires manpower. Thats why 
125,000 Alcatel professionals work closely 
together with local customers in 110 countries, 
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s, these gentlemen are South East Asians. 
an, a Malay and a Vietnamese. 


building a relationship of trust and co-operation. 
It's only with such a close partnership that truly 


flexible solutions to suit individual market require- 
sments can be developed. ALCATEL 
Which is better for worldwide communi- 


cations systems and better for customers like the KP 303] 


sgentlemen above. Alcatel n.v., World Trade Center, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 


EXECUTIVE EXTRA AND 
CORPORATE EDGE 
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JAPAN 


JSP tailors security policies to ftt coalition demand 


Reversing course 





By Nigel Holloway in Tokyo 


n 1949 the Japan Socialist Party (JSP) 

adopted a foreign policy of "permanent 

neutrality” which then seemed set to 
condemn it to permanent opposition. In 
1989 the jsp faces the possibility, albeit re- 
mote, of forming a government. Its reaction 
has been to officially pledge, for the first 
time, to maintain the 1960 US-Japan Security 
Treaty and implicitly recognise the continua- 
tion of the country's armed forces. 

These are the two most important points 
of contention among the main opposition 
parties, the jsp, the Democratic Socialist 
Party (DSP), the Komei party and the United 
Socialist Democratic Party. If they cannot 
compromise on these issues, the creation of 
a coalition government would seem impos- 
sible. 

The new policy emerged at a special 
meeting of leaders from the JSP's prefectural 
chapters and more than 30 MPs, which was 
called to discuss the means by which a coali- 
tion could be formed to oppose the ruling 
Liberal Democratic Party (LDP) at the next 
election. 

The policy was delivered in the form of a 
report from the JSP secretary-general Tsuruo 
Yamaguchi, which will have to be endorsed 
at the next meeting of the central executive 
committee and at the annual party congress 
due in December. 

In a key passage to the report, Ya- 
maguchi said he was determined to reach 
agreement on the following basic points in 
talks with the other opposition parties: 
> To maintain the US-Japan Security Tre- 
aty "for the time being," in order to ensure 
diplomatic continuity. 
> To end joint US-Japan military man- 
oeuvres. 

P To reduce and eventually remove US 
bases in Japan. 

> To apply strictly the three non-nuclear 
principles (no production, no possession, 
no introduction of nuclear weapons into 
Japan). 

> To ensure that defence spending does 
not exceed 1% of GNP. 

P To "establish" civilian control over the 
self-defence forces. 

The jSP's putative political allies, who 
have been discussing the idea of a coalition 
since April, reacted warily to Yamaguchi's 
declaration. Eiichi Nagasue, the chairman of 
the DSP, whose foreign policy is close to that 
of the LDP, said the least the JSP should do is 
to state that Japan is a member of the West- 
ern camp. 
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A psp official added privately that the 
change in policy did not go far enough. But 
he conceded that if the JSP were to give up its 
traditional position on defence and the sec- 
urity treaty it would probably mean the end 
of his party, which split from the socialists in 
1960 on these two issues. 

The Komei party's reaction was equally 
sceptical. One policy specialist said the JSP’s 
announcement had not changed the situa- 
tion at all and the secretary-general, Yuichi 
Ichikawa, insisted there should be no policy 
gap on national security between the oppo- 
sition and the ruling parties. The private sec- 
tor trade union confederation (Rengo), 
which won 11 seats in July's Upper House 
election, is also urging the JSP to be more 
realistic in its defence, foreign and energy 
policies. 

JSP sources say Yamaguchi's report will 


n^ 





Doi: no debate so far. 


merely form the basis of the party's discus- 
sions with the other opposition groups over 
the formation of a coalition. These bogged 
down in July over the issues of defence, 
the security treaty and two other points 
not touched upon in the declaration — 
policies towards the Korean peninsula and 
the future of nuclear power generation in 
Japan. 

Despite this stalemate, the four parties 
have agreed on what to do about the gov- 
emment's recently introduced 3% con- 
sumption tax. They want to abolish it next 
March at the end of the financial year and set 
up a tax reform council, which will spend 
two years considering how to change the 
entire tax system. 
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The likelihood of the opposition parties 
reaching a compromise on the four out- 
standing issues before the next general elec- 
tion looks doubtful at present. However, if 
parliament is dissolved as early as this Nov- 
ember without an agreement among them, 
and if the JsP does particularly well in the en- 
suing election, the pressure on the three 
other parties to find common cause with the 
socialists could prove irresistible. 

A Rengo official noted that there had 
been insufficient discussion within the JSP 
over the change in its policies, and 
suggested this could cause a deep split in the 
party if such a debate ever took place — 
which is one reason why JSP leader Takako 
Doi has not held one. No operfMtisSent was 
reported during the meeting of prefectural 
leaders. Conflict, if it were allowed to sur- 
face, would take place between the par- 
liamentary JSP and its more militant rank- 
and-file. All MPs appear to support the new 
party line with varying degrees of en- 
thusiasm. Tarao Takazawa, sole parliamen- 
tary member of the ultra-leftist "Socialism 
Association," when asked to comment on 
the party's endorsement of the security tre- 
aty and the armed forces, replied ^I think it's 
alright." 

"Unarmed neutralism" has been an arti- 
de of ]5Р faith for so long it is easy to forget 
that the party has been trimming its position 
on this issue for years. In 1983, then chair- 
man Masashi Ishibashi argued that though 
Japan's armed forces were unconstitutional, 

were "legitimate" as they were estab- 
lished through legal processes. More recent- 
ly, the strict insistence on getting rid of the 
US-Japan Security Treaty had been softened 
to a call for its conversion into a friendship 
treaty. 

iroshi Микиш, а member of the JsP’s 
policy staff, stated the party had no 
intention of renouncing its pledge of 
non-aligned, unarmed neutrality. How- 
ever, he conceded there was a basic con- 
tradiction between this position and the 
new policy. "It often happens in the world 
of politics," he said. 

This pragmatism is also reflected in LDP 
policy, which while endorsing the three 
non-nuclear principles, has never insisted 
on the US either confirming or denying 
whether its vessels and aircraft stationed in 
or visiting Japan carry nuclear warheads. 
How rigidly the jsp would interpret these 
principles would probably depend on how 
much support it received in an election and 
therefore its degree of dominance of any co- 
alition. 

If it were to increase its representation in 
the lower house from the current level of 85 
to around 140-150, and if it were to form a co- 
alition government, the US-Japan Security 
Treaty could be severely damaged, analysts 
say. While this scenario still remains impro- 
bable, if it did happen it could have an incal- 
culable effect on the balance of power in the 


region. * 
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Exile in Disneyland 


t is peculiarly symbolic of Singapore 
that it should choose to confine one of 
the world's longest-held political pri- 
soners in its version of Disneyland. 

"Scenic, fun-packed Sentosa," is how the 
tourist brochure describes this one-square- 
mile island ite Singapore's principal 
waterfr&tt*W'isitors glide about on a sleek 
monorail, past idyllic beaches and well 
groomed gardens, as a piped-in female 
voice describes the fantasy lands below: Fun 
World, Nature World, History World, Sun 
World. 

I was drawn to Sentosa by what one 
might call Prison World, though I could find 
no mention of this attraction in any tourist 
literature. My destination was the latest en- 
forced residence of Chia Thye Poh, a dissi- 
dent now approaching his 23rd consecutive 
year of detention. 

In keeping with the amusement-park 
surroundings, the approach to Chia's quar- 
ters is announced by gunfire. Not from 
guards warding off visitors but from a mock 
Japanese bunker, complete with flashes 
from the troops' automatic rifles, recalling 
the Japanese occupation of Singapore dur- 
ing World War II. 

I stepped off the monorail and walked 

towards Chia's shed — a remodelled 
souvenir stand. The front door was open 
and there were no to be seen, 
though I assumed Chia was monitored elec- 
tronically. 
Chia, a slight man of 49, emerged with 
an engaging smile and an enthusiastic man- 
ner. As he served orange juice purchased at 
a nearby kiosk, he apologised for his spartan 
room which, he noted with pleasure, was 
three times the size of his last cell. 

A physicist by training, he spoke in mea- 
sured words, displaying a mind still sharp 
despite the decades behind bars. "I thought 
maybe I would go insane," he mused, 
recalling those years, "though somehow 
that didn’t happen.” 

When he was last free, Chia was a lec- 
turer at Singapore’s Nanyang University 
and an opposition member of parliament, 
representing the now defunct Barisan 
Socialis party. On 8 October 1966, Chia and 
nine colleagues resigned their parliamentary 
seats to protest the harassment and deten- 
tion of other Barisan legislators. Three 
weeks later, Chia was arrested and detained 
under Singapore’s Internal Security Act 
(ISA), which permits indefinite detention 
without trial. He has not been tried or 
ch 





arged. 
Chia’s first month in custody was spent 
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By Kenneth Roth 


in the so-called Top Floor Centre, above the 
central police station. He was kept in a hot, 
stuffy, pitch-black cell, where, his warders 
let drop the information that others before 
him had cracked. Chia did not. 

Later in his detention, Chia and his fel- 
low detainees went on a hunger strike to 
protest against being compelled to perform 
manual labour under the guise of taking 
“hobby classes.” “We said that if we were 
really pursuing a hobby,” Chia recalled in 
typically logical fashion, “it should be volun- 
tary.” The jailers force-fed the hunger-strik- 
ers through tubes inserted in their noses, 
and one detainee nearly suffocated when 


66 


I thought maybe I would go 
insane . . . though somehow that 
didn’t happen. 
99 
the tube accidentally di into his 
lungs. Finally, the hobby classes were aban- 
doned. 

The main pressure on Chia, however, 
came not from the conditions of his deten- 
tion — for the most part he was kept in an 

i prison cell where he was not physi- 
cally abused and was permitted to mingle 
with other ISA detainees — but from the 
prospect of indefinite incarceration with no 
meaningful judicial recourse. Chia's fate lay 
entirely in the hands of the Internal Security 
Department (ISD). 
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Chia, nonetheless, maintained a defiant 
posture. He refused to appear before an ad- 
visory board — which periodically reviews 
cases of ISA detentions and can recommend 
release — because a detainee has no right to 
call or cross-examine witnesses and, in any 
event, the board's recommendations are not 
binding on the ISD. 

When the 150 offered to release him on 
condition that he “give a public undertaking 
renouncing the use of force and terror to 
overthrow the government,” Chia refused 
since he had never advocated violence. The 
ISD also offered to release him to any country 
willing to accept him — Canada reportedly 
volunteered — but Chia rejected this thinly 
disguised banishment. 

Once, ISD agents tried to weaken Chia's 
will by taking him on a tour of the sparkling 
new city that had arisen while he languished 
behind bars. They even stopped in at the 
Tropicana Club, a well known topless bar. 
“Look,” they said, “Singapore is so prosper- 
ous. Why do you want to stay in prison?” 
Chia responded that he could not judge the 
significance of this abundance without 
“reaching out and speaking to the people.” 
The 550 would have none of it. 

How, after spending the better part of his 
youth and middle age isolated in prison, did 
he find the strength to remain so resolute? “1 
am not lonely,” he said, “even though I am 
alone, because my struggle is part of a 
broader struggle for democracy.” 


n its recent pronouncements on Chia, 
the government has accused him of 
being a member of the illegal Com- 
munist Party of Malaya (CPM) and of 
having acted upon CPM instructions to infil- 
trate the Barisan Socialis and to engage in 
“communist united front activities to de- 
stabilise the government.” 

But the government has never produced 
evidence to support these allegations and, 
indeed, only began making them 19 years 
into his detention. Chia has called the 
tions “totally fictitious” and “deliberate fab- 
rications,” arguing that he “needed no other 
person whosoever to direct me” to stand for 
office or to serve in parliament on behalf of 
his fellow Singaporeans. 

But the government has developed a 
reason for holding Chia quite apart from the 
validity of these allegations. “The main aim 
of keeping Chia in prison all these years is to 
show that if you go against the government 
you can be arrested and held for a long, long 
time,” an opposition figure said. When 22 
young dissidents were arrested under the 
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m with the prospect of indefinite deten- 
on if, like Chia, they did not confess to sub- 
ersive activity. 

«But convenient as Chia's continuing de- 
ntion is as a lesson to those who might 
challenge the ruling PAP, in recent years it 
has also become somewhat of an embarrass- 
ment to the government. Many Singapo- 
reans believe — unfortunately wrongly — 
that Chia is the world's longest held political 
prisoner after South Africa's Nelson Man- 
dela. Word of Mandela's possible release 
may have raised fears of adverse compari- 
sons with South Africa. 

50, on 17 May, Chia was driven to a boat, 
ferried *6"Shtosa Island and, without a 
word of explanation, deposited in his con- 
verted souvenir stand. Sensing that an IsD- 
sponsored vacation in "Disneyland" was 
not in the offing, Chia asked whether there 
were any conditions imposed on his "re- 
lease." There were, though the Isp had neg- 
lected to volunteer them, evidently hoping 
that Chia would sound a conciliatory note to 
the swarm of journalists who descended on 
Sentosa within minutes of his arrival. 

As it turned out, Chia is required to re- 
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: opposition politicians and student 
activists in late July, it not only cowed the 
public into submission, but forced many 
_ young people to flee to the country’s border 
areas. New arrivals are reported almost 
.. every day at student camps near the Thai 
.. border town of Mae Sot, to which 
_ thousands of young people initially fled 
.. after a military coup in September 1988. 
we Aung Aung, an 18-year-old high school 
> pupil from Rangoon, said in an interview 
; that he left the Burmese capital on 13 August 
.: because of constant army harassment. The 
-> military has especially targeted the National 
_ League for Democracy (NLD), by far the 
`... largest opposition grouping, and the Demo- 
-> cratic Party for a New Society (DPNS), the 
. main legal student organisation, whose 
-former chairman, Moe Thi Zun, fled to the 
"Many of my friends have been arrested, 
-and the military is going around closing local 
мір and DPNS offices in townships around 
Rangoon,” Aung Aung said, adding that 
such activities put the lie to the govern- 
ient's claim last year that there will be "free 










n May and June 1987, ISD agents taunted 








side in his shed, forbidden to communicate 


or associate with others who have been de- 
tained and not allowed to travel beyond 
Sentosa or to take part in political activities 
without the written permission of the ISD. 
Chia refused to agree to these terms, so the 
ISD simply imposed them, under threat of 
renewed imprisonment. 

Chia's defiance has continued on Sen- 
tosa. Soon after his arrival, the ISD informed 
him that he would henceforth be required to 
pay for the cost of his food and utilities. To 
meet these expenses, the ISD offered him a 
job as an assistant curator for one of the Sen- 
tosa museums. 


hia was in a bind: accepting the job 

would make him a civil servant and 

thus require him to clear all public 
statements with the government. 

So Chia proposed to take the job as a ^volun- 
teer" and to allow the government to pay 
him what it wanted, so long as the pay- 
ments covered his expenses and he was not 
bound by the terms governing civil ser- 
vants. The government gave in and agreed. 
The Singapore Government plainly 
hoped that placing Chia on Sentosa would 






and fair elections" by May 1990. NLD 
chairman Tin U and the grouping’s general 
secretary, Aung San Suu Kyi, both were 
recently placed under house arrest for up 
to a year, well past the promised election 
date. 

The pattern appears to be the same out- 
side Rangoon. "Young people are picked up 
from their homes in the middle of the night, 
and we have no idea what's happened to 
them," said Win Myint, a 23-year-old stu- 
dent from Moulmein in the southeast. He 
cited severe rice shortages and sky-rocketing 
prices of most daily necessities as reasons for 
rising discontent with the regime. "But what 
can we do in the towns? Only armed strug- 
gle remains," Win Myint said, echoing the 
feelings that seem to be spreading rapidly 
among young people in Burma. 

The state-run Working People's Daily an- 
nounced on 4 August that 17,657 criminals 
from all over the country had been released 
as part of a "general amnesty." Diplomatic 
sources suspect that the real purpose of the 
amnesty is to clear prisons to make room for 
the thousands of political activists who have 
been arrested over the past month. 

Three-man military tribunals have been 
set up in the Rangoon, Pegu, Mandalay, Sa- 










_ gaing and Magwe divisions, and in Chin 


ease international pressure for his release, 





that the world would not take seriously a 
"Disneyland" detainee. But there was an ad- 
ditional reason for selecting Sentosa, an is- 
land of no nightly inhabitants. mE 

Before its reincarnation as an amusement. 
park, Sentosa was known as Pulau Blakang 
Mati — meaning, in Malay, something like 
Dead End Island. The government undoub- 
tedly hoped that Chia, whose prestige in 
Singapore had grown with the length of his 
imprisonment, would be reduced politically . 
to someone without a future. 

As Chia points out: "They have made a 
very smart calculation. Only tourists come 
here . . . There is no mass base. I cannot ap- 
proach the people . . . And the public will 
think that I am already free so the pressure 
for my release will evaporate." In this way, 
Chia reasons, the government hopes “to 
keep me until I am so old I am irrelevant." 
But at an alert 49, Chia is a long way from an 
irrelevance. Е 





Kenneth Roth is deputy director of the New 
York-based Human Rights Watch, the parent or- 
ganisation of Asia Watch. He visited Singapore in 
july. 


state, to try “those who violate orders, dec- 


larations, directives and martial law.” Offen- 
ders will receive one of three ser tences: | 
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bour, life imprisonment or execution. — 

The summary nature of these trials is in- 
dicated by the recent death sentences 
handed down to three young NLD activists 
— Than Zaw, 27, Moe Kyaw Thu, 17, and 
Nyi Nyi Oo, 25 — who were charged with 
the bombing of an oil refinery in Syriam near 
Rangoon on 7 July, which took four lives. 
Evidence, published in the Working People's 
Daily on 18 July, included a picture of the al- 
leged organiser of the raid, Moe Thiha, a 
former NLD youth leader in Syriam who left 
for the Thai border in April. The newspaper 
said Moe Thiha had "returned from the bor- 
der areas . . . and handed out the timebomb 
for demolition at Syriam . . . he is still being 
searched for." 

In an interview, Moe Thiha said he had 
been in Thay Baw Boe camp, south of Mae 
Sot, since he arrived there in mid-April — a 
daim supported by his colleagues in the 
camp. Moe Thiha has never received any 
demolition training, his colleagues said. 
They said he is a singer who has been re- 
cording music at Thay Baw Boe. 

Em Marta, spokesman for the Karen Na- 
tional Union (KNU), one of Burma's many 
ethnic rebel armies, said a Karen from Ran- 
goon (not a KNU activist) had arrived at Mae 
Sot in June and asked for explosives. “Не 
later came back to Mae Sot, reporting that he 
had carried out the bomb attack at Syriam," 
Em Marta said. Е 

Foreign embassies in Rangoon have . 
made appeals to the government on beha 














of the three condemned NLD activists. 
But even if they are pardoned, the continu- 
ing arrests and fear of summary justice 
meted out by the military courts are bound 
to force even more young people to leave 
the towns. 

Immediately after last year's coup, 8- 
10,000 students and other civilians fled to 
the border areas. Since then, 3,115 have re- 
turned, government officials say. Unofficial 
estimates put the number of returnees at 
about half that, with most slipping back into 
the towns secretly to avoid arrest and 
perhaps even execution. 

The ones who now arrive at the border 
will find a far more orderly encampment 
than was the case last year, when hordes of 
young people arrived in disarray. Spokes- 
men for their umbrella organisation, the All- 
Burma Students' Demoxcratic Front (ABSDF), 
said about 2,500 of their members were 
spread out in a string of camps along the 
Thai border from Mawdaung Pass, opposite 
Prachuap Khiri Khan in the south, to the 
banks of the Nam Pai River near Mae Hong 
Son in the north. 

Another 1,000-1,500 students are staying 
with the Kachin Independence Army in the 
far north of the country, and several 
hundred are scattered among other ethnic 
rebel bases in Shan state. A few hundred 
have made it to Mizoram and Manipur in 
India, where they are treated as refugees by 
local authorities. 


nly 50-60 students have gone to areas 

under the control of the now largely 

defunct Communist Party of Burma 
(CPB), contradicting official claims that last 
years uprising was inspired by the com- 
munists. In all, the ABSDF says it has more 
than 4,800 students under its wing. In addi- 
tion, several hundred Burmese students are 
staying in many Thai border towns and in 
Bangkok, where they make a living as day 
labourers, eluding Thai immigration au- 
thorities. 

The change along the border is most ap- 
parent at Thay Baw Boe. Ten months ago, it 
was a chaotic settlement of nearly 2,000 
young and earnest, but badly splintered and 
disorganised young people. Today, 550 re- 
main, divided into two orderly camps. 
Initial friction between the students and 
ethnic rebels in the area appears to have sub- 
sided. 

Since 1 August, the larger site boasts a 
"jungle university" which gives daily classes 
in English, Thai, agriculture and livestock 
breeding, political science and basic health 
care. Money for food, teaching materials 
and medicine is being supplied by a number 
of Thailand-based, non-governmental or- 
ganisations, though many students say the 
funds are not adequate. Current moves in 
the US Congress to have US$2 million in 
humanitarian aid channelled to the student 
camps along the Thai border are expected to 
alleviate the situation. 
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In theory, the border-based students are 
organised along military lines — divided 
into a number of "battalions" under the 
ABSDF umbrella. But sources say the stu- 
dents have only 300 weapons among them, 
mainly for self-defence and camp security. 
About 100 students are reported to be fight- 
ing alongside the KNU at Kawmoorah, a base 
which fills a horseshoe in the meandering 
Moei border river. 

The Burmese army began its latest anti- 
rebel attacks in the Kawmoorah area a few 
months ago, using newly acquired, Pakis- 
tani-made 120-mm mortars. Despite heavy 
bombardments, government forces have 
been unable to break through a line of mines 
and boobytraps that stretches across the nar- 
row entrance to Kawmoorah. Military ana- 
lysts say the only way to capture the camp 
would be through Thai territory, but an at- 
tempt in May to do just that provoked a 
strong response from Bangkok and is not 
likely to be repeated. 

Rather than trying to fight the army, the 
students have concentrated their efforts on 
spreading their message to towns and vil- 
lages in the border areas. Contacts with the 
student movement in Rangoon and in major 


However, some officers are less coopera- 
tive. In early August, government forces 
managed to capture Nyunt Htun, a 30-year- 
old leader of an ABSDF organising team in 
Karen state. He was said to have been de- 
capitated, and his severed head was 
paraded around a village in Ka-in Seikkyi 
township to deter local people from mixing 
with the students. 

Seen in the national perspective, such di- 
visions within government forces may offer 
some hope for the students who have fled to 
the border areas. Alone — not in alliance 
with the various ethnic rebel armies — the 
students are not likely to survive for long 
against the battle-hardened and well-discip- 
lined soldiers of the army. ere is no 
change in the army’s general anti-student at- 
titude, the presence of 5,000, or even more, 
fugitive students along Burma's borders will 
remain little more than a symbolic show of 
defiance. 

But reports of divisions within the ranks 
of the army are becoming more frequent. 
Observers emphasise that most of the new 
military courts have been set up in areas 
where there have been no demonstrations. 
"The main objective clearly is to intimidate 





Students at Thay Baw Boe camp: activists rather than fighters. 


towns deeper inside Burma appear almost 
non-existent. 

Teams of ABSDF activists have toured the 
Hlaingbwe, Pa-an, Shwegun and Kya-in 
Seikkyi areas of Karen state, Mudon in Mon 
state and, especially, Tavoy and Mergui 
townships of Tenasserim division — bring- 
ing with them pro-democracy leaflets and 
bulletins, and addressing village meetings. 

The Burmese army's response to such ac- 
tivities appears to differ widely from area to 
area. Sometimes local commanders, on 
hearing that students are on their way, have 
withdrawn their troops. "In one case, an 
officer even sent a letter, inviting us to join 
him and his men for lunch. When we re- 
fused, he sent over beef for us to eat," a stu- 
dent from Tavoy told the REVIEW. 
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the army itself, to make sure the soldiers 
stay in line," one observer said. 

In a six-hour-long speech on 5 August, 
the chief of Burma's powerful secret police, 
Brig.-Gen. Khin Nyunt, alleged that the op- 
position, especially the NLD, had been "used 
by underground cps elements." No dip- 
lomatic observers in Rangoon found Khin 
Nyunt's speech convincing as the CPB col- 
lapsed following a mutiny in March. They 
said he appeared to be addressing the army 
rather than the public at large. 

Having fought the CPB insurgents for 
years, the army has strong feelings about 
communism, and Khin Nyunt was proba- 
bly playing up the issue of "the communist 
spectre" in order to make the rank and file 
apprehensive of the opposition. + 
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INDONESIA 


Military gwes commitment to constitutional process 





By Michael Vatikiotis in Jakarta 


n the face of an unprecedented level of 
[7 over the political succes- 

sion, Indonesia’s armed forces (Abri) 
have assured the leadership of their commit- 
ment to the constitutional process. But while 
projecting à "praetorian" or bodyguard role 
close to the president, the military has not 
made clear its thinking about a change of 
leadership in 1993, when President Su- 
harto's current term ends. 

After an annual meeting of all military 
commanders in mid-August, Abri com- 
mander Gen. Try Sutrisno assured Suharto 
that the military would "focus its efforts on 
ensuring the continuity of the national 
leadership of the New Order." His remarks 
were widely interpreted as an expression of 
support for Suharto and the constitutional 

rocess. 

Yet the fact that this year’s gathering of 
Abri commanders laid stress on political de- 
velopments has surprised observers here. 
The electoral process — beginning with the 

election in 1992 — is still some way 
off, and discussion of the issue at this year’s 
meeting was interpreted as an expression of 
the military's concern. 

The meeting itself was held behind 
closed doors at Abri’s new headquarters at 
Cilangkap, south of Jakarta. Defence experts 
say the meeting is usually the only oppor- 
tunity for regional commanders to meet one 
another and for the general staff to convey 
priorities. 

Informed sources said the emphasis at 
the meeting was on socio-political affairs, 
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but budgetary matters also appeared to sur- 
face. The pinched state of public finances 
has meant no additional spending on the 
armed forces during the past two years. 

In a speech to the Australian Joint Ser- 
vices Staff College in Canberra at the end of 
July, Sutrisno said defence spending will re- 
main low (it was around US$1.33 billion in 
1988), with “priority given to the intelli- 
gence, territorial, police, and social-political 
apparatus.” 

Emphasis on the maintenance of order 
would seem to be more than just a product 
of economic constraint. Intense discussion 
of the political succession is now wide- 
spread. Close to the heart of the debate are 
the views of a small group of well known re- 
tired military officers — most of whom 
favour a change of leadership soon. The 
known strength of bonds between retired 
and serving officers has inevitably raised 
questions about the extent to which the 
views of respected seniors are shared by the 
officer corps. 

For this reason, Abri leaders may have 
felt compelled to assure the leadership of its 
political impartiality. Commenting on Sut- 
risno's speech after Abri's annual meeting, a 
military analyst in Jakarta said: "This was a 
deliberate attempt to give the impression 
that developments are going along fine, that 
Abri is under no pressure, and there will be 
no sudden movements." 

For his part, Suharto called on the armed 
forces to "position itself as a model and keep 
away from disrespectful actions." That said, 
it is far from clear how seriously Suharto 
takes all the succession talk. With so much 





Sutrisno in Canberra: spending given low priority. 
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barely veiled criticism emanating from the 
ranks of his retired colleagues, many won- 
der whether he will act against them. 

However, unlike the "Petition of 50" 
group that emerged after 1980, much of 
what is said today is more elliptical. At one 
recent seminar, a well-known retired gen- 
eral launched into a long eulogy about 
Suharto's qualities as a military commander, 
but ended by saying it would be wrong to 
think the army could not survive without 
the president. 

Military sources have privately made 
it clear there is an emerging consensus in 
the ranks for political change after 1993. 
"There is agreement on the need for change, 
but disagreement will focus on who will lead 
the country," one recently retired officer 
said. 

This raises two questions — both crucial 
for the country's stability. The first is 
whether the military is capable of a division 
of loyalties. The second is the quality of mili- 
tary leaders, among whom the most likely 
contenders for the future leadership of In- 
donesia must be found. 

Seasoned observers of the New Order 
agree that one of its achievements has been 
the consolidation of Abri as a powerful 
socio-political force. "It seems to me,” a for- 
eign academic said recently in Jakarta, "that 
since 1965, Abri has been reduced in size 
and transformed from an arena for power 
politics into an effective tool of social and 
economic change." 


ut many Indonesians, conscious of 
their own recent history, remain con- 


vinced that Abri could still be torn be- 
tween personal loyalties derived from the 
patronage system and rigorous adherence 
to the ideals of their dual function role in 
political and military affairs. Reflecting 
this, Defence Minister Benny Murdani told a 
Singapore audience in July: "Indeed, there 
is a risk that Abri could become a dividing 
force in Indonesian social and political life if 
it should act beyond the spirit of its historical 
ties with the people." 

In this respect it is worth noting the 
smoothness of Abri's internal succession last 
year. Sutrisno's accession to the Abri leader- 
ship in February 1988 was trouble free, and 
points towards the culmination of the re- 
juvenation process — whereby leadership 
passed from surviving elements of the 1945 
generation who had little formal military 
training, through the so-called bridging gen- 
eration of the 1950s to a generation of officers 
graduating since 1960 from Abri's own 
academy at Magelang in Central Java, 
where they were steeped in the dual-func- 
tion doctrine. 

The promotion of the second, third and 
fourth classes of Magelang alumni into gen- 
eral staff positions may well stiffen the 
ideological rigour of the high command. 
One such officer tipped for promotion to a 
senior staff position in the army is Maj.-Gen. 
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The unaudited consolidated results of Cathay Pacific Airways Limited for the six months ended 30th June 1989 were: 
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Net finance charges ^ 24.7 418.2  — 5648 -. 


Net operating profit | 1,5445 — 12400 — 34860  . 
ү = of profits of associated companies 48.4 45.4 | 99.7 
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September 1989; the share reir : ا‎ 0 e from 16th Sepi aber 1989 t to 22nd d September I 1989, both dotes inclusive. 


The recent strength of the Hong Кане dollar against many of the other currencies in which most of the airline's revenues 
are earned will have an adverse effect for as long as the situation continues. Increasing costs will also affect profitability 
in the second half of the current year. In addition, although regional traffic demand is being sustained generally at high 
levels, there has been a slight impact on some services caused by the recent events in China. In all the circumstances, the 
results for the full year must be viewed with caution and any improvement over the 1988 levels of protesi is likely to 

“be modest. 
5 t Thef full interim ropert will be sent to all shareholders on 5th September 1989. 
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Faisal Tandjung (class two Magelang), who 
is currently head of the prestigious army 
staff college (Seskoad) in Bandung. 

Abri planners are said to have put in 
place a rigid protocol for promotions to en- 
sure successive generations from Magelang 
move up in order. Abri rationalisation since 
1983 has also considerably streamlined the 
high command. 

Nevertheless, there is persistent specula- 
tion that the command structure in five 
years time will reflect political rather than 
strictly military considerations. Lending 
some credence to this view is the prospec- 
tive creation of a new post of deputy com- 


mander beneath the commander in chief. 

Attention has focused lately on Abri 
commander Sutrisno. After more than a 
year in the job, a number of analysts attest to 
his growing political acumen — though he 
continues to be surrounded by staff put in 
place by Murdani as commander before he 
became defence minister. 

There are also persistent suggestions that 
the period Sutrisno served as Suharto's ad- 
jutant and his non-infantry origins are obsta- 
des to his popularity within Abri. "[Sut- 
risno] is trying to project an image of more 
political ability," one military source said, 
adding, "but he is not the man to handle the 
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President Ershad's reshuffle shakes up ruling party 


Rank and f 





By S. Kamaluddin in Dhaka 

hile the elevation in August of 
Moudud Ahmed, the former 
prime minister, to vice-president 
had not been entirely unexpected, the un- 
ceremonious ousting of retired High Court 
judge Nurul Islam from the vice-presidency 
and the appointment of Kazi Zafar Ahmed, 
then deputy prime minister and political ad- 
viser to President H. M. Ershad, as prime 
minister has sparked a row within the ruling 
Jatiya Party (JP). 

M. A. Matin, senior deputy prime minis- 
ter and parliamentary deputy leader, re- 
signed his positions in protest over Zafar 
Ahmed's appointment as he felt Ershad had 
treated him "unfairly." Matin noted that 
while Zafar Ahmed, a leftwing opposition 
leader in 1982 when Ershad took power, 
was a strident critic of the regime, he had 
thrown his political weight behind Ershad 
from the beginning. Zafar Ahmed only 
joined the government years later, after Er- 
shad had consolidated his position. 

"Matin became a victim of a clique within 
the JP," a source close to Matin told the 
REVIEW. Sensing that he might be bypassed, 
Matin spoke with Ershad a day before the 
changes. Ershad at first agreed to make him 
prime minister for a brief period before an 
honourable exit, but a group of ministers 
persuaded the president against it. 

Zafar Ahmed's critics say he has little ex- 
perience as a parliamentarian and he will 
find it hard to work as leader of the house 
even in an otherwise "pliable" parliament. 

Islam, who before joining the Ershad 
government as a law minister in 1985 had 
served for seven years as chief election com- 
missioner, became vice-president two-and- 
a-half years ago. Islam said he was asked to 
resign by the cabinet secretary — a request 
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he refused, insisting that his removal was 
"illegal" and "not consistent with the provi- 
sions of the constitution." Some time later, 
he received a letter from the cabinet secret- 
ary relieving him of his responsibilities. 

Islam told Dhaka's independent English- 
language newsweekly Friday that he had 
"no intention of taking any [legal] action 
against the government [for his removal]" 
and that he would continue to work as the 
senior vice-chairman of the ruling ЈР, of 
which Ershad is chairman. 

Meanwhile, deputy prime minister Shah 
Moazzem Hossain, who also serves as JP 

-general, has be- 
come deputy leader of par- 
liament. Two other deputy 
prime minister posts are still 
vacant, and Communication 
Minister Anwar Hossain, 
Home Minister Mahmudul 
Hassan and Foreign Minister 
Anisul Islam Mahmud have 
been mentioned as possible 
candidates. 

Sources close to Anwar 
Hossain, whose family owns 
a Bengali-language daily 
newspaper as well as an 
English-language one, said 
in an interview that Anwar 
Hossain is close to Ershad 
and powerful, and therefore 
not "much interested" in the race for either 
of the open posts. 

Shah Moazzem Hossain, who was 
senior to Zafar Ahmed as deputy prime 
minister, is an experienced parliamentarian. 
He was the chief whip of the Awami League 
parliamentary party under the late Sheikh 
Mujibur Rahman and also served as a minis- 
ter in all successive governments. Hossain's 
pragmatism has enabled him to remain in 
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Zafar Ahmed. 


transfer of power." Popular as he is, many in 
Abri perceive his convivial personality as a 
weakness. 

The decision by Abri leaders like Sutrisno 
to raise their political profile at a time when 
politics are in a state of flux, has deepened 
confusion over their intentions and the pos- 
sible result of their actions. "It is something 
of a twilight situation, where everybody 
finds it hard to find the mainstream and so 
conflicting statements arise," a retired senior 
military officer told the REVIEW. The danger 
is, he warned, that confusion in the lower 
ranks could breed impatience and dissatis- 
faction. a 


power. He now seems to be working very 
closely with Zafar Ahmed and is expected to 
bail him out of any trouble inside parliament. 

Since early July when the constitution 
was amended to limit the president to two 
five-year terms and require that the vice-pre- 
sident be elected as his running mate, it was 
expected that a new vice-president would be 
appointed. The July amendment comes into 
effect from 1 March 1991, unless the presi- 
dent gazettes it earlier. 

A source close to Moudud Ahmed said 
the amendment would be given effect 
“soon” to make Moudud Ahmed the first 
“elected vice-president.” The amendment 
sparked rumours of mid-term presidential 
and parliamentary polls. However, Mou- 
dud Ahmed said there was “no possibility of 
such elections” soon. 

Sources said more changes in the cabinet 
are e . Finance Minister Wahedul 
Huq, who is on leave from a teaching post at 
a Canadian university, is likely to return to 
Canada before year’s end, 
and several ministers are to 
be dropped to make room for 
other hopefuls. There ap- 
pears to be increasing pres- 
sure on Ershad from the 
army to drop ministers who 
have been linked to corrup- 
tion. 

Meanwhile, a two-year- 
long political struggle bv 
cabinet ministers to make 
themselves chief executives 
of their respective ministries 
— rather than the perma- 
nent secretaries — seems 
to have ended with little 
changed. The government 
had formed a special nine- 
member committee in 1987, headed by 
then deputy prime minister Matin, to 
improve administrative efficiency and in- 
crease the bureaucrats' public accountabil- 
ity. However, the committee has recom- 
mended a solution which appears to have 
left largely intact the existing system, under 
which the country's bureaucrats have been 
more powerful than its publicly elected offi- 
cials. " 


7 SEPTEMBER 1989 





Stroll along the aisle 

Or sink into a boardroom-sized leather 
re cliner and kick oft your shoe 9. 

You're aboard the all-new cabin of the 
Cessna Citation III. The most spacious ever 
offered in any Citation. And one of the most 
thoughtfullydesignedandhandsomelycrafted 
interiors ever offered on any business jet 

Everything you see is new. Everything 

[n creating this elegant environment, 
Cessna designers started from scratch — with 
the objective of making the best possible use 
of every cubic centimeter of available space 

They succeeded beautifully 

There is more head and shoulder room 
when seated in the luxurious new recliners 
More countertop area and floor space in the 


L THOSE WHO’ VE NEVER 
BEEN INSIDE A CITATION MI, 
PLEASE STAND UP. 


private lavatory. More smooth, uninterrupted 
expanses of specially dyed fabrics and hand- 
rubbed woods 

The lines are clean and crisp throughout, 
adding to the open, spacious feeling. But this 
new cabin doesn t just feel roomier 

[t actually offers far more usable living 
space than its nearest competitor, the 
BAe800. The Citation cabin's seating area is 
one meter longer. And while much of the 
BAe800 cabin is sacrificed to store baggage, 
the Citation holds up to two station-wagon 
loads of luggage in a heated, easy-to-load 
external compartment 

In fact, the new cabin is only the latest in 
a long list of reasons to choose Citation III 
over any other midsize business jet 
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The Citation III is much faster than the 
ВАе800. It's more fuel efficient. It flies higher 
than the BAe800. It's a far more advanced 
design, certified to more rigorous standards. 
And it's backed by the finest worldwide 
service center network in the industry 

Small wonder more businesses fly Citation 
[IIs than any other midsize business jet 

For more information, write Gordon 
C. Vieth, Cessna Aircratt Company, 

P.O. Box 7706, Wichita, KS 67277 USA 
Tel: (316) 946-6056. Fax: (316) 946-6640 


Telex: 6875048 
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You don't have to be a major 
league business traveler to 
recognize the advantages of 
flying United to the U.S. 

United serves more U.S. 
cities than any other airline. 
More than 4,000 flights a day 
to cities from coast to coast. 

So whether you're on your 
way to pitch for new business, 
or to catch the action of major 
league baseball, United has the 
connections to get you to the 
cities where it's all happening. 

Along the way, we work to 
make travel more rewarding. 

With United concierge 
service, which brings a host of 


а 











privileges to 
First Class travelers Ж 
on our routes from Asia ^ 
and the Pacific to the States. 
Upgrades to First Class on 
United flights in the U.S. for 
Business Class travelers? And 
with a preferred hotel plan that 
promises sweet landings to 
both classes. 

The next time you travel to 
the U.S., go with the airline 
that's in a league by itself. 

Call your travel agent. Or call 
United. 


* First Class upgrades subject to seat availability 
Certain restrictions apply. Call United for details 
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UNITED RESERVATIONS AND INFORMATION 

€ TOKYO (03) 817-4411 € OSAKA (06) 271-5951 е NAGOYA (052) 571-5488 

© SEOUL (02) 757-1691 € BEIJING (01) 5128888 e SHANGHAI (021) 553333 

€ HONG KONG (05) 810-4888 € TAIPEI (02) 735-8868 € MANILA (02) 818-5421/25 
e SINGAPORE 220-0711 € BANGKOK (02) 253-0558 

© KUALA LUMPUR (03) 2611433 @ JAKARTA (021) 361707 

© AUCKLAND (09) 793-800 e SYDNEY (02) 233-1111 € MELBOURNE (03) 602-2544 


Routes and schedules are subject to change 
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e offer to Hongkong Chinese fuels debate 





By N. Balakrishnan 


he Singapore Government's decision 
to allow 25,000 Hongkong Chinese 
and their dependants to immigrate 
over the next five years has opened a Pan- 
dora’s box of debate in the island republic on 
previously taboo subjects. The discussion of 
the scheme has widened to include issues 
such as why Singaporeans themselves are 
emigrating, whether the current racial ba- 
lance in Singapore is sagosanct and whe- 
ther minorities in Singapore should accept 
Chinese dominance as a permanent fact. 

The government anticipated negative 
reaction from the non-Chinese minorities of 
Singapore about its decision in July to take in 
what it estimates could be up to 100,000 
Hongkong immigrants concerned over 
their future under Peking rule. But it seems 
to have been taken aback by the strong ad- 
verse reaction among many Singapore 
Chinese. 

Singapore's current population of about 
2.6 million, which is growing only very 
slowly, is made up of about 





76% Chinese, about 15% Malay 
and 676 Indians. 
With hindsight, the ad- 


verse reaction of Singapor- 
ean Chinese to Hongkong 
. Chinese should not have been 
entirely unexpected. While 
the labour shortage in Singa- 
pore might be bothersome to 
employers, employees are 
aware that this shortage is 
largely responsible for the 
high wages they command. 
They also are aware that Hong- 
kong Chinese are regarded 
by employers as “hard-work- 
ing, shrewd and resourceful” 
as Prime Minister Lee Kuan Yew put it. 

Singaporeans also seem to be upset at the 
fact that the Hongkong immigrants will be 
getting “benefits without obligations.” After 
years of insisting that public housing is a 
subsidised benefit for locals, the govern- 
ment has moved to allow foreign perma- 
nent residents to buy such property. In ad- 
dition, males who are Singapore citizens are 
liable for two-and-a-half years of compul- 
sory national service and periodic reservist 
training, costing them time in education and 
forgone earnings. The new immigrants 
would be exempt, at least until they became 
citizens. 

Singaporean women married to foreign- 
ез also are Sims about the admission: of 
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people from Hongkong, as their husbands 
are not automatically eligible for permanent 
residency, though foreign wives of Singapo- 


 rean men secure this status easily. Home 


Minister S. Jayakumar said soon after the 
announcement on Hongkong immigration 
that criteria for granting permanent resi- 
dency to foreign husbands would be relaxed. 

There are also cultural reasons for the 
Singaporeans’ antipathy to people from 
Hongkong. Many Singaporean Chinese are 
thought to view Hongkong Chinese as 
being rude and aggressive, while grud- 
gingly admiring their dynamic business 
sense. Part of the prejudice stems from the 
fact that Hokkien- and Teochew-speaking 
Chinese formed the first wave of immigra- 
tion to the Malay peninsula and as a result 
dominate the business and other Chinese 
élites of these two countries. The migration 
of Cantonese speakers came later and con- 
sisted mostly of poor, male manual workers. 
As a result many Singaporean Chinese look 
down on Cantonese speakers. 

In his National Day speech delivered on 





9 August, Lee said that he was “surprised” 
to get feedback from MPs that the projected 
arrival of Hongkong people was not popu- 
lar. However, in a speech later the same 
month, he said that a straw poll commis- 
sioned by the government showed that 
most Chinese Singaporeans welcomed the 
arrival of Hongkong people, and that only 
the Malays and Indians were against it. 

Lee also gave figures for the first time on 
emigration from Singapore to support his 
contention that Singapore needed “fresh 
blood” and especially Chinese blood. Lee 
said that 4,707 families, mostly skilled 
people, emigrated from Singapore in 1988, 
of which 78% were Chinese, 4% Malay, 15% 
Indians and 3% others. He added that emi- 
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gration was never in the minds of people o 


. his generation. 


Lee said that he had asked members o 
his cabinet for reasons on why they were 
not emigrating and received replies which 
stressed material factors such as Singapore's _ 
economic success as their reasons for stay- 
ing. Not for the first time, Lee then went on. _ 
to criticise his own cabinet, saying: "If you 
just do your sums — plus, minuses, credit, — 
debit — [and then decide to stay] you агеа 
washout.” Two days later Lee issued a state- 
ment saying that he had not meanttoimply — 
that his own cabinet did not have emotional 
commitment to Singapore. c 

The government has been assuring Sin _ 
gapore’s minorities that the “Wfff&gration — 
from Hongkong will not be allowed to alter __ 
the racial balance and that should it do 50, 
more Malays and Indians will be allowed in  __ 
to restore the balance. Some of the Malay 
leaders have argued that the Malays, who 
number only about 400,000 and in most 
cases speak no Mandarin, would be even - 
more badly affected than the local Chinese 
by the influx of 100,000 Hongkong Chinese 
The Malay Chamber of Commerce has call: 
ed for the admission of more people from . 
Asean countries before turning to Hong 
kong for fresh blood. 

A Malay opposition leader, Mohammed 
Jufrie from the Social Democratic Party, said 
that there was nothing wrong in a decline 
















even be positive since a greater . 
number of minorities might 
make the Chinese more sensi- . 
tive to their needs. This was - 
greeted with charges from 
members of the ruling People's 
Action Party that Jufrie was in- —_ 
citing racial feeling. it 
National Development .. 
Minister S. Dhanabalan, an .. 
ethnic Indian with a Chinese = 
wife, then put forward the ._ 
theory that it was fortunate that 
Singapore should have “опе = 
dominant race” as this meant 
that this community, secure in 
its domination, allowed talented . 
individuals from minority communities to ` 
move up. If the races were evenly balanced 
as in Fiji (he did not mention Malaysia) then —_ 
the potential for conflict was greater. б 
Lee, in his National Day speech, told Sin- 
gaporeans: "Let's just maintain the status. 
quo," a statement interpreted by some local 
PONE we as being a reiteration of a view © 
pressed by him on an earlier occasion, = 
that the Chinese were responsible for the 
economic dynamism of the country. "zi 
But despite the strong feelings, only а 
trickle of Hongkong migrants may actually _ 
come to Singapore. Although about 350,000 
forms have been distributed by the Singa- > 
pore Consulate in Hongkong, only i 
4,000 have been returned. | 
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THAILAND 


Апи-соттитѕі security laws likely to be abolished 


Act of faith 


By Rodney Tasker in Bangkok 
hailand appears to be taking another 
| step towards burying the communist 
bogey once and for all. With the com- 
munist insurgency now just a dying ember 
and little evidence of any organised leftist 
studen?fatiicalism, it seems likely that a 37- 
year-old anti-communist act will be scrap- 


Most government and security officials 
agree such a move is overdue. But signifi- 
cantly it was army commander Gen. 
Chaovalit Yongchaiyut who captured the 
limelight by saying he had suggested 
abolishing the act to Prime Minister 
Chatichai Choonhavan. Chaovalit, speak- 
ing to a businessmen's function on 23 Au- 
gust, proposed the act be replaced by a 
wider security law that also covered eco- 
nomic and social crimes. 

As usual with those monitoring 
Chaovalit's activities as chief of an army 
whose former dominant political status is 
waning as democracy takes a firmer hold, 
the speech was analysed as more a politi- 
cal initiative than a purely security-related 
issue. Some in the Thai press took him to 
task, claiming the military may view a new 
security law as a means of enhancing its 
power. The Students' Federation of Thai- 
land, while agreeing the anti-communist act 
was outdated, said any revamped security 
law should be a matter for parliament — not 
the military — to formulate. 

Chaovalit seemed to feel obliged to state 
publicly that the move was not "because we 
[the military] want to place totalitarian pow- 
ers in our hands," but rather was a recogni- 
tion of the fact that "currently there are few 
communists | 

Chatichai appeared to agree, and wel- 
comed the proposal. The old act was out- 
dated, he said, and Thailand now enjoyed 
warmer relations with socialist countries. At 
the same time, the prime minister said he 
wanted Chaovalit to remain in his posts of 
army commander and acting chief of the Su- 
preme Command after the annual senior 
military reshuffle, due to take place in Sep- 
tember 


Chaovalit, at 57, notionally has another 
three years to go before retirement. Military 
and political sources expect he will indeed 
remain at the military helm for the foresee- 
able future, partly because as a civilian he 
would have little chance of rising quickly to 
political prominence. However, some politi- 
cal observers thought it somewhat brazen 
for Chatichai to go on to offer Chaovalit the 


position of defence minister 
next year, while at the same 
time saying he wanted him 
to remain in his military 
posts this year. Not surpris- 
ingly, Chaovalit replied he 
was honoured by the offer, 
but politely declined on the 
grounds he would not want 
to be an unelected cabinet 
member. 

Abolishing the anti-com- 
munist act would reflect a 
progressive easing of con- 
cern about any domestic 
communist threat in Thai- 
land. Under the act, sus- 
pected communists can be 
indefinitely detained by a military tribunal. 
The few prisoners remaining in detention 
under the act are mainly former hardcore 
members of the Communist Party of Thai- 
land (CPT), some of whom have been behind 
bars for more than 10 years. 

The application of the act has been less 
stringent than the use made of internal sec- 
urity legislation by fellow Asean members 





Malaysia and Singapore. In Thailand, for 
example, many suspected subversives who 
agree to surrender their passports and re- 
port regularly to the authorities have been 
allowed limited freedom under the act’s Sec- 
tion 17. An amnesty bill passed during the 
last parli session will allow many 
of those still detained to be released. 
The СРТ, which during 
the late 1970s fielded as 
| many as 15,000 armed fight- 
ers, has now been reduced to 
a few hundred members — 
most of them hiding in 
southern Thailand. The back 
of the communist in- 
surgency was broken largely 
as a result of Order 66/23 is- 
sued by the government of 
then prime minister Prem 
Tinsulanond in 1980, which 
adopted a political, social 
and economic rather than a 
purely military approach to 
the problem. 
"They [the CPT] are not a 
nuisance to us," one senior 
security official said. Student groups also 
currently adopt a comparatively low profile 
com with the 1970s. "We talk to 
them," the same official said. The more re- 
laxed political environment has meant the 
Internal Security Operations Command, 
which is responsible for counter-communist 
operations, has been gradually reduced in 
size over the past few years. я 





INDIA 


Press curb bill wilts before media reaction 


Kashmir muffler 


By James Clad in New Delhi 


n attempt by Jammu and Kashmir's 

Chief Minister Farooq Abdullah to in- 

troduce a wide-ranging law to curb 
the state's press highlights both the clout of 
the Indian media and growing tension in the 
long-troubled region. 

The dispute with the press came to head 
when Abdullah pushed a draft statute 
through his compliant legislature which 
could, if implemented, give his two-year-old 
coalition government the most repressive 
press law in India. The bill called for pre- 
publication vetting of news, seizure of print- 
ing presses and gagging orders. 

The bill permits "any authority au- 
thorised by government" to "prohibit the 
printing, publication or circulation" of par- 
ticular topics for up to six months. News 
items will be "submitted for scrutiny" before 
publication and, if editors ignore a suppres- 
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sion order, officials will be empowered to 
“order the seizure of all copies of any publi- 
cation . . . and of any printing press or other 
instrument or apparatus used in publica- 
tion." Penalties for infringement would in- 
dude a one-year prison term and up to Rs 
10,000 (US$611) in fines. 

Introduced on 22 August, the Jammu 
and Kashmir Special Powers (Press) bill was 
passed by the 78-member legislative assem- 
bly the next day. Abdullah's coalition, 
which includes the Congress party of Prime 
Minister Rajiv Gandhi, did not bother to fol- 
low the usual procedure of sending the bili 
to a legislative select committee. To become 
law, the legislative council — the upper 
house staffed mostly by government ap- 
pointees — must approve the bill before the 
state's governor gives his assent. 

Media reaction within and beyond the 
state was intense. Newspapers in Srinagar 
and Jammu, the state's main centres, de- 
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nounced the measure, as did the national 
press. Both The Hindu and The Hindustan 
Times, dailies not normally ill-disposed to- 
wards the Congress party, delivered blister- 
ing editorials opposing the bill. 

Rising separatist and communal agita- 
tion in Jammu and Kashmir lie behind the 
proposed press curbs. On the day the bill 
was tabled, Abdullah told the state legisla- 
ture that 170 bomb explosions had occurred 
in the state during the past 12 months. 
Kalashnikov assault rifles and explosives 
have been seized from Pakistan-trained ter- 
rorists, he said. 

Abdullah's administration faces many 
religious or ethic-based problems, ranging 
from Muslims wanting a Kashmir united 
with Pakistan to Buddhists in the state's 
third major area, Ladakh, demanding 
"union territory" status. Much of this agita- 
tion has been going on for years, but there is 
little doubt that shooting and bombing inci- 
dents — often at the homes of the state's 
ministers — are increasing, with pro-Pakis- 
tan militants held responsible for most of the 
growing violence. 


n addition, general strikes have become 
1 more frequent іп recent months, bring- 

ing business to a standstill and damag- 
ing the region's important tourist industry. 
In July, the theft of a religious relic sparked 
sporadic violence across much of the 
Kashmir valley, while on 15 August, India's 
Independence Day, Pakistani flags flew 
from many buildings while a general strike 
affected the tourist areas of Pahalgam and 
Gulmarg, according to reports. 

Against this background, Abdullah 
claims that the press coverage of terrorist at- 
tacks, especially the dissemination of the 
militants’ calls for strikes, exacerbates ten- 
sion and adds to growing lawlessness. 
The chief minister's detractors, however, 
suggest there are other motives behind the 
bill, including embarrassment over a video 
news report produced last month by the na- 
tional fortnightly India Today, that described 
corruption and pro-Pakistan sentiment in 
Kashmir. 

Buoyed by successful media campaigns 
earlier this decade against press-curb laws in 
Bihar and Tamil Nadu, and more recent sol- 
idarity against a defamation bill introduced 
in the national parliament last year, the na- 
tional media turned on Abdullah. The In- 
dian Newspaper Society, which represents 
the newpaper owners' interests, described 
the bill as "the most draconian that the In- 
dian press has faced so far." Jourmalists' 
unions also lobbied for the central govern- 
ment — which was consulted over the bill 
beforehand — to ensure the measure was 
not passed into law. 

By 28 August it seemed the media had 
prevailed. Abdullah reportedly a to a 
request from the Editors' Guild of India that 
the bill be ^held in abeyance" for the time 
being. B 
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PAKISTAN 31 


Bhutto is stymied by Zia’s political legacy 


Constitutional bind 








By Salamat Ali in Islamabad 
fter nine months in office Prime 
Minister Benazir Bhutto's govern- 
ment remains shaky and has not suc- 

ceeded in gaining credibility. The adver- 
saries of her ruling Pakistan People's Party 
(РРР) С “ие to obstruct every move she 
makes and have begun accusing her of not 
delivering on campaign promises. Over the 
coming months, if they succeed in making 
the charges stick, her party’s credibility 
could be damaged irreparably. 

Although Bhutto blames the press for 
playing up her government's differences 
with President Ghulam Ishaq Khan — who 
wields considerable constitutional power — 
there is little doubt that all is not well be- 
tween the president and the prime minister. 
Although she is defence minister as well as 
the head of the government, she does not 
have full control over the army, which had 
been the principal determinant of the affairs 
of state until late last year. 

Adding to her woes at the federal level 
are those she faces in the provinces. Of the 
four Pakistani provinces, Punjab, the largest 
one with about 60% of the national popula- 
tion, is controlled by the opposition alliance 
which is bent on unsettling her regime. The 
smaller Baluchistan province also has an op- 
position government, but its hostility to the 
PPP is less pronounced. 

Bhutto's control of the other two pro- 
vinces, Sindh and the North-West Frontier 
Province (NWFP) which have PPP govern- 
ments, is also tenuous. The ethnic violence 
which has dogged Sindh for years on end 
continues to escalate. Armed gangs, ethnic 
and purely criminal, dominate the streets of 








Bhutto with children in regional dress: troubled provinces. 


Karachi, the provincial capital. The con- 
stantly shifting alliances of these gangs add 
to the violence and the daily toll of innocent 
lives has earned the city the sobriquet of 
"Little Beirut." 

The NWFP borders on war-torn Afghanis- 
tan and is the scene of frequent bombings by 
saboteurs. The PPP has barely managed to 
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Government targets Zia follower's 
empire: 40. 


maintain its hold over the provincial govern- 
ment and kept the local opposition at bay by 
selectively doling out cabinet slots and offi- 
cial sinecures to those among the opposition 
willing to oblige. 

Despite these formidable problems, the 
fractious nature of Pakistani politics is such 
that the PPP still remains the only political 
party with a credible following in all the four 
provinces and at the federal level. Its main 
political rival, the Islamic Democratic Al- 
liance (IDA), is a ramshackle coalition of al- 
most a dozen parties with diverse ideologies 
but held together by the common aversion 
of the PPP. A high functionary of the IDA ad- 
mitted to the REVIEW the sharp differences 
among IDA components, and remarked that 
an IDA government in Islamabad could not 
hold together for even a month. 

Adding to the ideological divisions in the 
opposition are the personal rivalries of 
ambitious politicians. At least four op- 
positionists are vying to become prime min- 
ister. Pakistan Muslim League's Moham- 
mad Khan Junejo, who was dismissed by 
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the late president Zia-ul Haq in 1988, consi- 
ders himself thenaturalalternative to Bhutto. 
The leader of the opposition in parliament, 
Ghulam Mustafa Jatoi — who like Junejois e 
Sindhi and believes that a Sindhi has to be 
prime minister to offset Punjabi domination 
in the country — thinks of himself as the in- 
evitable successor to Bhutto. However, 
neither he nor Junejo could even win their 
own national assembly seats from Sindh at 
the last general election. 

The third aspirant, a young politician in a 
hurry, is Punjab's Chief Minister Nawaz 
Sharif, who heads the IDA government in 
that province. The fourth is Ghulam Mus- 
tafa Khar, a veteran politician prepared to 
bide his time, who is currently assessing his 
chances under various possible political al- 
liances. 

Epitomising the IDA's ideological and 
personal divisions was the 17 August public 
rally organised by Sharif to mark Zia's first 
death anniversary. Using his official as well 
as personal political influence, Sharif man- 
aged to gather an estimated 100,000-strong 
crowd drawn together from all over the 
country. By Pakistani standards, the crowd 
was not overly impressive. Even the anti-Zia 
PPP, after some ill-concieved attempts to 
build up tension before the anniversary, 
kept a low profile and allowed Zia's admir- 
ers to let off steam. More important, how- 
ever, was the decision of most of the IDA 
leaders to openly disassociate themselves 
from the rally. Obviously they were not con- 
vinced that resurrecting Zia's legacy would 
add to their own popularity. 


hile Bhutto's party can more than 
W match the opposition in street- 

power and political hoopla, its 
basic obstacles to proper governance are 
rooted in the current parliament's structure 
and the country's constitution itself. As a le- 
gacy of Zia's rule, the country has a bicam- 
eral legislature, with the lower house, or the 
national assembly, being elected by direct 
adult franchise and the senate, or upper 
house, being chosen in equal proportions by 
the four provincial legislatures. Half the sen- 
ators retire every two years. 

The current senate was chosen under 
Zia's partyless elections to the provincial as- 
semblies and was designed by him to keep 
the PPP out. At the general election in Nov- 
ember, the PPP came to power in the lower 
house, but did not have single senator allied 
to it. So far only three of the 87 senators have 
joined the PPP. Since all laws, except finance 
bills, have to be passed by both houses, the 
PPPis stuck with a deadlocked parliament. In 
effect, the parliament has been reduced to a 
debating society. 

The more difficult hurdle for the PPP is 
the eighth amendment to the constitution, 
decreed by Zia in 1985, but promulgated 
only in 1988 with retrospective effect. The 
amendment vests vast powers with the pre- 
sident and makes the prime minister virtu- 
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ally dependent on the head of state, thus al- 
tering the basic character of the constitution. 
It was under these provisions that Zia dis- 
missed Junejo as prime minister in early 
1988. These provisions can be undone only 
through a two-thirds majority of both 
houses of parliament. 

Even if passed by both houses, the new 
provisions can remain in limbo indefinitely if 
Ishaq Khan so desires, for the constitution as 
amended by Zia does not oblige the presi- 
dent to give his assent within any required 
period. 

There is yet another controversy arising 
from Zia's amendment, under which the 
president can invite any member of parlia- 
ment to form the government after elec- 
tions. But it also stipulates that not- 
withstanding this provision, the president 
shall invite after 20 March 1990 "the member 
of the national assembly to be prime minis- 
ter who commands the confidence of the 
majority as ascertained in a session of the na- 
tional assembly." Bhutto's Minister for Par- 
liamentary Affairs Sher Afgan says the 
prime minister need not seek a vote of confi- 
ence in the national assembly in March. Her 
opponents maintain it is mandatory for her 
to do so. 

To keep up the pressure on Bhutto, the 
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opposition has also demanded mid-term 
polls, which the prime minister has ruled 
out. She said on 22 August that her party 
would emerge with a sizeable majority at 
the next elections. But even a snap elec- 
tion and a larger majority in the lower 
house would not end her parliamentary 
problems, because the composition of the 
upper house will change in its own time and 
Zia's eighth amendment would still be on 
the books. 

A thorough overhaul of the constitution 
is possible only if the bulk of the opposition 
cooperates with the PPP. Some op- 
positionists have suggested negotiations on 
the repeal of the eighth amendment, but the 
PPP appears reluctant. Critics point out that 
Bhutto's father, Zulfikar Ali, had in the early 
1970s held extensive talks with the opposi- 
tion and succeeded in hammering out an ac- 
ceptable draft. In the bargain he had con- 
ceded governments in Baluchistan and the 
NWEP to the opposition arid secured the ap- 
pointments of governors acceptable to the 
opposition. The younger Bhutto's ability in 
appointing governors now has been 
stymied by the president. Thus with little to 
offer to adversaries in terms of political con- 
cessions, the PPP is stuck in a constitutional 
bind. m 
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ruled longer than civilian. governments, 


The constitutional amendment. further states that the presi- m 
dent may dissolve the national assembly at hi | б. 
feels an appeal to the electorate is necessary. It also states in es- - 
sence that the president's decision on any matter is final and may 2 
not be called into question on constitutional grounds... T. 

A further limitation on Bhutto's current: powers stems from = 
Zia having made it mandatory for every decision taken by the 
prime minister or cabinet to be conveyed to the president, and > 
also angola = to. the f np es 


















PAKISTAN 2 


PPP has yet to assert 
control over army 


Military 


manoeuvres 


akistan’s army chief Gen. Mirza  . 
Aslam Beg in his seris speeches 2. 
has often pledged the military's sup- | 
port for the democratic order in tiffffBuntry. — 


His latest speech in the middle of August v 
was no exception. He warned that if any — 


domestic power — whether political or non- — 
political and including the armed forces — 


were to become an obstacle in the progress ^ v 


to democracy, it would be shattered. 
In a country where army juntas have 







Beg’s remarks should be music to the ears of 
proponents of democracy. But rendered 
somewhat paranoid by repeated military 
coups, some quarters in Pakistan tended to 
put his recent remarks under the magnify- 
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REG UON AL AFFATRS 


ing glass. They concluded that Beg, instead 
of assuring that the army would stand by 
the constitution, appeared to be speaking as 
a supra-constitutional authority. 

The criticism seems illfounded but 
comes when Prime Minister Benazir 
Bhutto’s government is waging a power 
struggle to impose full civilian control over 
the armed forces. Because of the repeated 
induction of the army into Pakistani politics, 
the ambitions and career prospects of top 
commanders have become a common topic 
of discussion at dinner tables in Islamabad. 

A major talking point is that Bhutto 
wants to promote Beg as chairman of the 
joint chiefs of staff committee and name a 
new aff" commander. Although the joint 
chief's post is technically the highest in the 
armed forces, the head of the army wields 
more power. 

Controversy has surfaced over Bhutto's 
attempts to retire Adm. Iftikhar Ahmad 
Sirohi, the current joint chief, whose com- 
mittee commands all inter-services organisa- 
tions including the directorate of the power- 
ful Inter-Services Intelligence (151). The 
under the late president Zia-ul Haq grew to 
be a government within the government 


and was accused of a vast range of crimes 
from meddling in party politics to gun-run- 
ning. By replacing Lieut-Gen. Hameed Gul 
as the head of isi in May, Bhutto gained а 
toehold in the powerful organisation. 
Sirohi became the joint chief a year ago 
after his predecessor died in an air crash 
along with Zia. The government recently 
discovered that Sirohi, having completed 
three years in the rank of admiral, should 
have retired from service in the middle of 
last month and attempted to ease him out to 
clear the way for Beg — and thus a Bhutto 
appointee as head of the army. 


ue to the inept handling of the mat- 

ter through an interview given by 

Bhutto saying Sirohi's term had 
been allowed to expire, it made the news- 
papers, and President Gulam Ishaq Khan 
was prompt to issue a clarification. He main- 
tained that Sirohi's term as joint chief should 
be counted not from the date when he was 
made admiral and navy chief, but from 
the time he assumed his current posi- 
tion. Khan also let it be known 
via comments to an opposition leader which 
were made public that only the appointing 





PAKISTAN 3 


Government targets Zia follower’s empire 


Bleed your opponent 


arguing for retaining Pakistan's 
elec E co teme arrangement 
which gives the president considera- 
ble authority, are citing the continuing war 
between Prime Minister Benazir Bhutto's 
Pakistan People's Party (PPP) government 
and the Ittifaq group of industries whose 
principal partner is Nawaz Sharif. As chief 
minister of Punjab and the late president 
Zia-ul Haq's political heir-apparent, he is 
Bhutto's implacable foe and the main force 
behind the national opposition grouping, 
the Islamic Democratic Alliance. The PPP 
government is twisting the Ittifaq group's 
tail by every means available — including 
some which critics are unfair. 

The Ittifaq group, owned by Sharif and 
six of his brothers, claims to contribute Rs 
400 million (US$19 million) annually to the 
national exchequer in various taxes and pay- 
ments for utilities. Sharif's brother Shahbaz 
Sharif denies that the phenomenal growth 
of the group — which comprises several 
public and private companies — during the 
12-year regime of Zia-ul Haq was due to any 
political patronage or irregularities. Anyone 
who accused it of unethical practices would 
be sued for defamation, he said. 

Shahbaz Sharif complains that the Ittifaq 
group currently is subject to a railway 





wagon embargo, discriminatory duties, fi- 
nancial embargo both on new ventures and 
existing en and a demand by the 
nationalised banks for a 100% cash margin 
for issuing bank tees. His complaints 
are justified and it seems that the federal 
government has decided to bleed some of 
O E gains Ittifaq made under Zia's 
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authority — the president — could retire the 
joint chief. 

The president and the federal govern- 
ment are still locked in a battle over the 
issue. Although Bhutto has played it down, 
with a remark that the matter is under 
examination in the Defence Ministry — 
which she heads — tempers are running 
high. A leading newspaper in Lahore re- 
ported under a banner headline that Bhutto 
had not resigned over the issue — prompt- 
ing rumours that she had threatened to do 
so. 

The confusion has arisen because of Zia's 
1988 constitutional amendments. Under the 
constitution the federal government con- 
trols the armed forces. But Zia's amend- 
ments give the president the discretion to 
appoint the three service chiefs and the joint 
chief. The current president does not see 
this discretion involving any advice from the 
federal government headed by Bhutto. 

In addition, Bhutto's critics, by re- 
peatedly accusing her of denigrating the 
armed forces and emasculating the 151, have 
succeeded in creating a general impression 
of confrontation between her and the 
army. п Salamat Ali 


Ittifaq, the largest private-sector steel 
and engineering group in the country, also 
has sugar and cement plants. It manufac- 
tures agricultural machinery, road rollers 
and other heavy equipment and steel billets. 
One example of alleged government dis- 
crimination, against which Ittifaq is taking 
legal action, is the stiff duty imposed in 
this year’s budget on billets but not on in- 


gots. 

The latest issue is the delay in unloading 
a ship from the US, the Jonathan, which has 
been anchored off Karachi port waiting to 
unload 28,000 tonnes of steel scrap for It- 
tifaq. It cannot do so because no railway 
wagons have been made available. Con- 
sequently, the dispatch of another ship 
bringing in a further 29,000 tonnes of scrap 
from the US has been cancelled. 

Shahbaz says that the first excuse the fed- 
eral government, which controls the rail- 
ways, gave the group was that it had as- 
signed priority to movement of wheat and 
phosphate fertilisers upcountry and could 
not spare the wagons. The reason was con- 
sidered spurious because fertilisers and 
wheat move in closed wagons while the 
scrap needs open wagons. In addition, the 
railways had enough open wagons laying 
idle and an exact list of these was given to 
the railway authorities by the 

When a complaint was made to the fed- 
eral ombudsman, the government replied 
that Ittifaq’s demand for wagons lacked 
proper documentation. This too was false, 
according to Shahbaz. So far the dispute has 
cost the group Rs 6 million in demurrage 
and Rs 57 million in other business losses. 

и Salamat Ali 
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PHILIPPINES 


Referendums focus attention on decentralisation 





By John McBeth in Marawi and 
lligan, Mindanao 


orthcoming referendums on regional 

autonomy for parts of southern Min- 

danao and the northern Cordilleras 
have fuelled debate in the over 
where the country may be headed. Al- 
though there are constitutional constraints 
against the growth of a federal system, it still 
has its advocates as provincial governments 
clamour for a greater degree of decentralisa- 
tion. 

Thirteen provinces and nine c ties go to 
the polls on 19 November to decide whether 
to join the autonomous region in Muslim 
Mindanao. But the plebiscite has been de- 
nounced by Moro National Liberation Front 
(MNLF) leader Nur Misuari, and there are 
strong indications anyway that voters in 
many of the eight Christian-dominated pro- 
vinces will turn down the proposed merger 
— at least for now. 

If historic and cultural considerations are 
likely to be an inhibiting factor in Mindanao, 
local autonomy remains the central issue in 
a similar plebiscite for the proposed au- 
tonomous region of the Cordilleras. A date 
has yet to be set, but the referendum will 
cover the city of Baguio and Abra, Benguet, 
Ifugao, Kalinga-Apayao and Mountain pro- 
vinces in northern Luzon. 

The new Mindanao administration, to be 
headed by a regional governor, will receive 
P2 billion (US$91.3 million) annually for the 
first five years; is guaranteed 60% of inland 
revenue and other fees collected in the re- 
gion (as opposed to the current 11% for indi- 
vidual provinces), and will have sweeping 
powers to pass laws and utilise natural re- 
sources. The national government, how- 
ever, will retain control in such areas as for- 
eign affairs, defence and security, the 
judiciary, postal services, fiscal and mone- 
tary policies, and customs and immigration. 

Both plebiscites meet specific require- 
ments laid down in the 1987 constitution 
and were, in the main, precipitated by 
armed uprisings. But they come at a time 
when mayors and provincial governors are 
becoming in y vocal over the slow 
dispersal of development funds and a 
eral lack of responsiveness on the part o ofthe 
central government. 

In Cebu, where an economic boom has 
heightened aspirations for more indepen- 
dence, Governor Emilio Osmena has been 
sounding out his colleagues on the neigh- 
bouring Visayan islands over the idea of a 
Cebuano-speaking autonomous region. 
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Aspiring to autonomy 


Osmena said that Cebu was 

it alone, but that he would await the rio 
draft of the Local Government Code which 
is now before congress. 

League of Governors president Luis Vil- 
lafuerte, a strong proponent of local au- 
tonomy, complains that the code is not re- 
ceiving the support of pro-administration 
congressmen who would stand to lose 
much of their influence if it passes in its pre- 
sent form. He said he was concerned about 
a possible drift to the extremes. 

In Mindanao, where a Muslim rebellion 
claimed thousands of lives in the early 
1970s, local officials said they only expected 
the plebiscite to be approved in Lanao del 
Sur, Maguindanao, Basilan, Sulu and Tawi 
Tawi provinces, and in the Lanao del Sur 
city electorate of Marawi, where Muslims 
have an overwhelming majority of between 





Mindanao rally: clamour. 


80% and 95%. Christians substantially out- 
number Muslims in the eight other pro- 
vinces to be covered by the referendum — 
Davao del Sur, Lanao del Norte, South 
Cotabato, Sultan Kudarat, Zamboanga del 
Norte, Zamboanga del Sur and the island of 
Palawan — and also in the cities of Zam- 
boanga, Dapitan, Dipolog and Pagadian in 
Zamboanga del Norte, General Santos 
(South Cotabato), Iligan (Lanao del Norte) 
and Puerta Princesa (Palawan). 

The concept of a Muslim Mindanao is a 
throwback to the 1950s when Muslims held 
a dominant place in what they regard as 
their ancestral home. But following the Huk 
rebellion, tens of thousands of Christians 
were resettled there to relieve pressure on 
agricultural land, in the process depriving 
many Muslims of their 

Interviews in Marawi, the capital of Mus- 
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|. tend we are Muslims . 
"3 against this, it doesn't mean we are against 









lim-dominated L [aha dels Si andin ere 


ouring Iligan, the largest city and industrial 
centre of Christian-populated Lanao del 
Norte, reveal a good deal of initial scepticism 
that Christians will want to be partners in a 
` Muslim Mindanao even if a good deal of 
harmony has returned to the island. 
|n ~~. Camilo Cabili, who has been mayor of Ili- 
B gan for 29 years, said he believed 90% of the 


! city's 106, 000 voters were against the 
с merger. ' 


ae . .why should we Christians join 
та Muslim Mindanao? It's as simple as that. 

|... We're not Muslims, so oy we have to pre- 
. [but] if we vote 


| hem.” 
о Тап де! Norte Governor Francisco 
-Abalos supports the referendum, but he is 


v known to be close to Ramon Mitra, the 
... House of Representatives speaker and pre- 









|... sident of the pro-government Lakas ng De- 
okratikong Pilipinas (LDP) coalition, whois 
ushing hard for its approval. For this 
ason, Cabili said he expected heavy pres- 
ure from Mitra and other government lead- 
“ers to use his influence on Iligan voters. 
Currently, Cabili said, he had little incli- 
-nation to do so. And Lanao del Sur Gover- 
пог Saidamen Pangarungan, whose pro- 
vince represents the largest bloc of Muslim 
„voters, is sympathetic. A member of the 
Philippine delegation which met Misuari in 
Jeddah i in early 1987, he told the REVIEW: “I 
` can't see the wisdom of forcing the Christian 
„provinces to join. I'm not optimistic [about 
-the referendum]." 

Lanao del Sur Congressman Ali Dimap- 
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. By Lincoln Kaye in Taipei 


TANI MANOR ALABAMA IS IP ACA Sr MA adr err t Р eS e Te rr VON erm err mma a T e AMA We Ee 


i Hsing-tsang, an obscure school 
teacher from Tainan, suddenly be- 
S came Taiwan's most courted public 
© figure when he organised a mass sleep-in to 
protest against spiralling housing costs. An 


` enviable 79% of the island’s households al- 


ready own real estate. But for the remaining 
2176, the 1980s property boom has put the 
: prospect of owning their own homes out of 
reach. 

| Such a voting block is too big to ignore. 
= бо politicians of every stripe, mindful of is- 
4. land-wide general elections planned for De- 
= eember, paid midnight visits to Li's 30,000 


-= followers camped out on Taipei's Chung Li 
27 Road — the location of some of the most ex- 


< pensive real estate in the world. 

ıı Young Turk parliamentarians of the rul- 
_ ing party's New Kuomintang faction circu- 
oo among the demonstrators. So did op- 





oro said he felt the opposition stemmed 
from misunderstandings over the true in- 
tent of the legislation. “It is not welcomed by 
Christians because they think it will allow 
the Muslims to lord it over them,” he said. 

Cotabato Congressman Rodrigo Gutang 
agreed that much depended on how the 
government sold the idea to the Christian 
voters, a point underlined by President 
Corazon Aquino when she signed the bill 
into law on 1 August. As one Asian dip- 
lomatic source put it: "They have to sell it as 
decentralisation because after all the region 
will be getting four times as much money. If 
you take away the Muslim aspect, it's a tre- 
mendous development." 


ut even then, a dilemma could re- 

main over the crucial choice of a re- 

gional governor. The Christians have 
a 70-30 numerical advantage over the Mus- 
lims across the region. In addition, the Mus- 
lim vote could be split along tribal lines with 
the Tausugs of Misuari's home region of 
Sulu, Tawi-Tawi and Basilan, the Maranaos 
of the Lanao region and the Maguindanaos 
of southern Mindanao all possibly fielding 
candidates. 

Two Maguindanaos, provincial Gover- 
nor Zacarria Candau — the legal counsel for 
the MNLF during the talks which led to the 
1976 Tripoli Agreement brokered by the Or- 
ganisation of Islamic Conference (OIC) be- 
tween former president Ferdinand Marcos 
and the MNLF — and congressman Guimid 
Matalam, are both almost certain candi- 
dates. Other names mentioned are Sen. Ma- 





A school teacher protests against arid costs 


: Sleep-i -in for housi 





position Democratic Progressie Party star Yu 
Ch'ing, whois running for county executive 
in President Lee Teng-hui's home district. A 
pair of Taiwan Independence activists, 
under threat of deportation, eluded police to 
attend the sleep-in. 

Feminist and environmentalist groups 
lent their support to the "snails without 
shells," as the demonstrators dubbed them- 
selves. Even the shapely model Hsu Hsiao- 
tan, an independent legislative candidate 
with a propensity to strip-for-freedom at 
public rallies, put in an appearance — 
though fully clothed this time around. 

Interior Minister Hsu Hsiao-teh, himself 
a non-property-owning "snail," met with Li 
over breakfast a couple of days prior to the 
demonstration and promised to accelerate 
public-housing construction in Taiwan's 
three largest cities, where property prices 
are highest. 

Even so, judging by the performance of 


_ FAR EASTERN ECONOMIC REVIEW > = | 


mintal Tomano, a Moranao, and Sen. San- 
tanina Rasul, a Tausug. 

Gutang said that if all the Christian pro- 
vinces did join, electing a Muslim governor 
would be problematic unless the candidate 
was openly endorsed by the LDP. Local offi- 
cials, for their part, note that a Christian gov- 
ernor, certainly at the outset, would be 
anachronistic and seem to defeat the whole 
purpose of an exercise that is rooted in the 
basic concept of Muslim autonomy. 

Misuari, with some backing from mem- 
bers of the 47-member OIC, has rejected the 
referendum because it is not specifically pro- 
vided for in the Tripoli Agreement. But the 
agreement does say that the Philippine Gov- 
emment will undertake all constitutional 
processes for its implementation and offi- 
cials argue that a referendum is one of those 
processes. Misuari also is holding out for the 
establishment of a regional security force to 
absorb thousands of MNLF fighters; one of 
the few accord provisions congress decided 
it could not accept. Another of his objections 
is to the fact that age-qualified voters among 
the 300-400,000 Filipino Muslim refugees in 
Sabah — mostly Tausugs from Sulu — will 
not be able to take part in the plebiscite. 

Misuari has threatened to revive the se- 
cessionist war if his demands are not met, 
but Pangarungan feels that while the MNLF 
may be able to mount a limited offensive, it 
does not have the resources to sustain it for 
any length of time. Interestingly, the gover- 
nors of Sulu, Tawi-Tawi and Basilan are all 
former MNLF commanders who have pledg- 
ed allegiance to the 1987 constitution. E 


other major government construction pro- 
jects, it could take a while before the public 
sector can make a dent in the housing prob- 
lem. Land acquisition, zoning hassles and 
convoluted bidding procedures could drag 
on for years. 

And, anyway, according to the Taipei 
City Planning Foundation, the fundamental 
problem is not one of simple h n 
shortages. Already, the island has tens of 
thousands of vacant units, yet prices con- 
tinue to soar. The only way out, experts 
suggest, is to plan cities more rigorously and 
curb speculation. 

The market itself seems to have antici- 
pated such measures, judging from the 20% 
fall-off in property sales turnover since May, 
when Li first publicly mooted his demon- 
stration, and the government began crack- 
ing down on stockmarket rampers and 
underground investment companies. 
Nevertheless, to secure a structural rationali- 
sation of the housing market, rather than 
just a transient downturn, the “snails” will 
have to keep up the lobbying pressure right 
through the election, an Interior Ministry 
source said. | 

Many of Li's troops might not have the 
staying power for such a sustained cam- 


paign. Moe 





Innovation 


FUEL UP WITHOUT 
TOUCHING DOWN. 


Being far from home and low on fuel 
neednt put an end to your sortie. 

Not when you can put a Lockheed 
Hercules KC-130H tanker on station. It 
can arrive with more than 4,000 gallons 
of fuel ready to feed anything from fight- 
ers to helicopters. No other tanker gives 
you such flexibility. 

Transfer 300 gallons per minute from 


an auxiliary tank in the C-130's cargo 
compartment, or 150 gallons per minute 
from its wing tanks. Then, if necessary, 
quickly remove the aircraft's refueling 
tank and pods and convert it to a con- 
ventional transport for other duties. 
Give your squadrons greater range 
and endurance. Keep them flying with 
Lockheed's KC-130H Hercules tanker. 


=f Lockheed тә 


Giving shape to imagination 





For us, flying is precision work. 


McC ANN: ERICKSON 


No matter what. There are 
certain things where we 
aren't prepared to budge an 
inch from our basic prin- 
ciples. For instance, when 

it comes to technical relia- 
bility. Regularly, our aircraft 
are subjected to a whole 
range of visual, status, func- 
tion and detail checks. This 
is something which you 


can expect of every airline. 
For us, however, it’s not 
enough. Our technicians 
and engineers work with a 
degree of precision only 
rarely achieved elsewhere. 
Using highly sensitive testing 
equipment, they inspect 
every aircraft down to the 
last rivet. Because they think 
it's impossible to be too 
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thorough. That's just the 
way we Germans are. For 
us, everything has to be 
exactly right. There are 
simply some things where 
we never try to cut corners. 
And this pays in the long 
run. Precision is our maxim. 
And we won't budge an inch 
from this. 


Lufthansa 








PHILIP BOWRING 








Guest Travellers Tales 


or anyone who shares Europe's ob- 
session with history and its passion 
for anniversaries, this year has been 
a good summer to visit the western 
subcontinent of the Asian landmass. For 
1989 has yielded an especially rich crop of 
celebrations to satisfy nostalgia pangs and 
provide new stimulants for tourism. 

The 200th anniversary in July of the 
French Revolution — not much cause for 
celebration there — was followed by the 
75th anniversary in August of the outbreak 
of World War I, and will be followed in Sep- 
tember by the 50th anniversary of its suc- 
cessor. The newspapers have been full of re- 
runs of history and no self-respecting per- 
son could admit not knowing the signifi- 
cance of the Battle of the Marne, Marshal 
Foch or the Archduke Ferdinand. 

Remembering all this carnage is some- 
how easier as Western Europe approaches 
that nirvana of unity, 1992, when the trade 
walls are supposed finally to tumble, and as 
Eastern Europe ins to experience the 
crumbling of the walls Stalin built. Cer- 
tainly, the continent that five years ago was 
bemoaning its Eurosclerosis in the West and 
unrelieved Brezhnevite gloom in the East is 
transformed. The East, led by Poland, is 
shaking off the shackles confident that 
Soviet tanks will not again roll over it. And 
the West is again complacent in prosperity 
and in its self-assurance of the merits of the 
liberal democratic values which now rule 
from Lisbon to the Baltic and the Aegean. 

I| do not want to spoil the fun but stu- 
dents of Euro-history know that the break- 
ing up of empires can be a painful process, 
particularly when contrived by the intense 
petty nationalisms that make Europe look, 
from a Chinese perspective, as wedded to 
tribalism and institutionalised warfare as the 
highlands of New Guinea. World War I 
was, after all, started by a bunch of rabid Ser- 
bian nationalists assassinating the heir to the 
crumbling Austro-Hungarian empire. 

And what of the Serbians now? It had 
been earnestly hoped that they had merged 
their identity in Yugoslavia and had about as 
much separate international identity as the 
once troublesome Bessarabians. But who 
has been stirring up Yugoslavia, threatening 
to precipitate the disintegration of its fragile 
federation of eight republics? Serbian 
nationalists again; this time Serbian com- 
munists who believe they should prevail 
over Montenegrin, Croatian, etc., com- 
munists. 

Europe’s petty nations are always 
struggling to break free of bigger groupings, 
and when they succeed ever willing to op- 
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press their own minorities more severely 
than they were ever treated. So while one 
must, I suppose, cheer the fact that the three 
Baltic republics are well on their way to re- 
gaining independence from the Soviet em- 
pire, high on the list of first steps has been 
the need to be nasty to the Russian 
minorities in their midst. I am not suggest- 
ing that the Estonians are going to be the 
cause of the next global war, but keep your 
encyclopaedia and map handy to get a 
handle on Ruthenians, Moldavians, ef al, as 
linguistic nationalisms sprout in tandem 
with the waning of Moscow's hegemony. 

It has been a summer when most of 
Western Europe has been engaged in 
Thatcher bashing, accusing the lady of get- 
ting in the way of the Brussels-laid plans for 
more and more unity in 1992 and after. It re- 
minds me of the mid-1960s when de Gaulle 
was making himself unpopular with most of 
Europe for being beastly to the US and keep- 
ing Britain out of the EEC. But in the era of 
Gorbachov, de Gaulle's vision of a "Europe 
des patries" stretching from the Atlantic to 
the Urals may be more relevant than that of 
Brussels' bureaucrats. 

What is happening in Eastern Europe 
now is vastly more significant for Europe, 
and its relations with Asia, than 1992 and all 
that. As barriers between Eastern and West- 
ern Europe come down, the likelihood for 
the future is not of a tight-knit community of 
West European nations with a common cur- 
rency and common Brussels-set regulations 
on everything from the definition of a sau- 
sage to airline safety. It is of a broader, 
looser community embracing Eastern 
Europe and perhaps even Russia itself as the 
peripheral parts of the Soviet empire, nota- 
bly the Central Asian Muslim republics, go 
their own ways. A Europe not divided on 
ideological lines might ultimately prove 
more hostile to East Asian economic com- 
petitors, and perhaps the US as well, than 
the Brussels version of Fortress Europe. 


It is chic to be Chinese in France this 
summer, with Chinese students on bicycles 
leading the 200th anniversary parade along 
the Champs Elysees and the government 
going out of its way to prove its commitment 
to Liberté, Égalité Fraternité by taking the 
lead in offering refuge to fugitive Chinese 
students. A "democracy house" has sprung 
up, run by a 34-year-old student from Pe- 
king, Jin Yizhong (pictured), president of the 
Chinese People's Alliance in France. It is a 
stone's throw from the Sorbonne in one di- 
rection and the Palais de Luxembourg, 
where the French Senate meets, in the other. 
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Premises are provided by Yves St Laurent. 
Former Renault factory worker Deng Xiao- 
ping would not be amused, but elegantly at- | 
tired Paris-trained revolutionary Zhou Enlai | 
might be having a quiet chuckle in his grave. 
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The contrast between well-groomed 
Paris and London is not much of an adver- 
tisement for 10 years of Thatcherism. For a 
while a combination of Big Bang and 
Thatcherite new money had smartened up 
London's prosperous residential and com- 
mercial areas and spurred a building boom. 
But that impression of a London revival has 
been smothered by the litter which despoils 
even the most elegant squares. 

It may not be Thatcher's fault that Britons 
now have one of the lowest levels of social 
discipline of any developed country, the lit- 
ter being at least as symptomatic of national 
malaise as the football hooligans. But the un- 
willingness of councils such as Westminster 
to spend money to clean the streets or en- 
force litter laws certainly is. Galbraith's 
phrase “private affluence, public squalor” 
was never more fitting. 


After the Lockerbie disaster, it is no sur- 
prise that US airlines, Pan Am in particular, 
should be extra cautious in their security 
checks, especially in Europe. But leaving 
two hours late because the airline does not 
have sufficient staff to carry out the checks 
on time is no way to win back passengers. 
Nor is telling the customers that it is their 
fault if those who do not take the batteries 
out of their cameras, radios, and personal 
computers face extra long searches. Nor is 
lengthy questioning about why one has an 
Egyptian tourist visa (dated 1983) in one’s 
passport. * 
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BP helps to refine 
the world's most 
valuable resource. 


Young people are our most valuable resource. 

That's why BP has traditionally sponsored 
educational programmes in countries around 
the world. 

With teaching material and development 
projects, we encourage students to get to grips 


with practical issues. And our local link schools 





allow students special access to BP facilities and 
industrial plants. 

We don't pretend that there isn't an element 
of self-interest involved. We're helping to produce 
young people who will be an asset to any industry. 
Even, dare we say it, our own. 

Supporting education is one of the things BP 


is doing today, for all our tomorrows. 


For all our tomorrows. 








Our Intermodal Trans- 
portation Concept Assures 








Great Advantages — Even 





Te Small Teddy Bears! 











From the Far East to a department store 
half way around the world. Hapag-Lloyd 
— the journey ends where it should — with- 
out any detours. Our logistics help you to 
reach deadlines. In the country of origin 
each item is loaded into its correct place 
within the container and when it arrives, 
we can immediately arrange for the on- 
ward distribution to the department 
stores at the requested time. This com- 
plete service is due to our flexible con- 
tainer logistics which saves costs and 
storage space. We guarantee reliability! 

Overseas transport with Hapag-Lloyd 


means a wealth of experience. We serve 
140 ports with 17 services offering you 
direct, punctual and reliable sailings 
according to schedule. We offer you 17 
different container types — for every kind 
of cargo. We deliver your container wher- 
ever you require it — virtually worldwide. 
With over 500 freight offices, agents and 
sales offices you will be able to contact a 
Hapag-Lloyd office locally, and when 
necessary we are available for you 24 
hours a day. Therefore, it is not only the 
Teddy Bear that arrives on the shelves at 
the right time. 





All 





«€ Hapag-Lloyd 


The Symbol Of Reliability 
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Computers seen as a way to beat bureaucracy 


The red tape tangle 


By Michael Westlake in Hongkong 


hanges in transport technology have produced bigger and 
faster ships and aircraft, bigger and more efficient ports and 
airports, and bigger profits or losses as operators try to keep 
in step with cyclical economics. 

The changes have also forced varying, degrees of liberalisation 
upon regulatory authorities in many parts of the world, and are 
bringing about new directions in management style. The industry 
buzzword at present and for the next few years is EDI, or electronic 
data interchange, meaning the linking by computer networks of all 
participants involved in freight shipments and, ultimately, the stan- 
dardisation of shipping documents sent by electronic means. 

The buzzword which seems likely to take over from EDI is "logis- 
tics," in this sense meaning the smoothing out and speeding up of 
the entire transport process and including EDI within its ambit. There 
is little point in freight moving at high speed 


Communications is the key: using computers to track individual 
shipments at every stage, whether or not part of the journey has to 
be subcontracted to another carrier. In this way, ships, aircraft and 
even trains become merely mobile warehouses, with guaranteed ar- 
rival times allowing consignees to reduce inventory holding costs. 

This works relatively easily in somewhere like the US, with a uni- 
form regulatory environment and well-developed transport links. It 
should also work well in Europe after the beginning of economic and 
regulatory integration in 1992. 

But such a level of integration of transport modes is still in the dis- 
tance in Asia, and is going to remain so until land transport links are 
improved in the developing nations such as China, Indonesia and 
Thailand, and protectionism against foreign companies is eased in 
industrialised countries such as Taiwan and Japan. 

For instance, World Bank staff have been 


between ports or airports and then sitting in 
a customs shed, railway yard or road-haul- 
age warehouse for days before it is finally re- 
ceived by the consignee. 

It is for this reason that industry pundits 
are now saying that reliability of service is 
more important than cost for high-value 
freight, and that companies are shifting 
from performing single parts of a journey 
into whole-service, door-to-door operators. 
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quoted as saying that while most develop- 
ing countries spend relative fortunes of bor- 
rowed money on developing extra port 
facilities, they often overlook the need to 
shift cargo from the dockside faster and to 
speed up the paperwork, which can pro- 
duce an equal reduction in users' costs. 
Thus the saving in labour costs achieved 
through shifting manufacturing south- 
wards from North Asia can be more than 
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Through the transportation business has evolved If you're not already shipping with ScanDutch, 
steadily since containers first saw the light of day, why not begin today? Simply look for the nearest 'red 
certain things haven't changed... like the red propel- propeller. 
ler of ScanDutch. 

It stands for the same thing today that it did a 


decade and a half ago. For first-class container trans- 
port - on ships, on trucks, on trains, on time, to desti- can Uu C 


nations stretching from Stockholm to Shimizu. IST CLASS CONTAINER TRANSPORT 


Regional Office, Hong Kong: ScanDutch Limited, Far East Management, Centre Point, 185 ( sloucester Road, Р.О. Box 20231, Hong Kong. 
Telephone: (5) 8921808 Telex: 73001. 
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outweighed by higher transport costs overall. And any country that 
attracts investment purely based on labour cost advantages there- 
fore runs the risk of losing that investment when still cheaper labour 
emerges elsewhere. 

However, speeding up the flow of goods means cutting through 
kilometres of red tape. Apart from the perception of loss of control 
inherent in simplifying or even eliminating various of the customs 
and trade rules in any particular country, the potential for loss of jobs 
is inevitably viewed with alarm by the bureaucracies involved. 

The paperwork required for clearing shipments into or out of 
India, the Philippines or Indonesia, requiring trips to several differ- 
ent offices usually in different parts of a particular city, achieves little 
except to provide employment for government servants, funded by 
the local taxpayer, and to provide opportunities for corruption, 
funded by the shipper. 

The firing some years ago of large numbers of Indonesian cus- 
toms staff for systematic corruption, and the contracting out by the 
Philippines of pre-shipment clearance of imports to a Swiss com- 
pany to stop fraudulent declarations cutting into duty payments, in- 
dicate that the documentation trail does not work as intended — if it 
ever did. 

Even the absence of formal tariffs on goods in more-or-less duty- 
free ports like Hongkong is no guarantee of efficiency. The presence 
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of hordes of forwarders, expediters and/or facilitators is an indication 
of the number of different bits of paper still required for registration, 
classification, certification of origin and other items required by dif- 
ferent agencies. 

The emergence of local computer networks linking the various 
agencies, such as Singapore's Tradenet, now linked with overseas 
container terminals in Hongkong and West Germany's Bremen, 
and the future extension of these links internationally under UN gui- 
dance, is the start of a trade revolution. 


ther systems in the planning stage, such as Hongkong’s 

projected inter-active Tradelink, are still more ambitious 

and hence more expensive to set up. A study on Tradelink 

is nearing completion and, contrary to one local English- 
language daily newspaper report in mid-August, it is not stillborn on 
grounds of cost. 

Tradelink’s management estimates the cost of paperwork in 
Hongkong’s trade as HK$2 billion (US$256.4 million) a year, but 
while one benefit of the system should be to reduce this amount con- 
siderably, its main advantage is intended to be instant access to all 
sides of any trade transaction. 

The project's chiefs have also said that all 11 members of the 
Tradelink consortium, including most of Hongkong’s major trading 
interests and involving the government, are fully aware that an re- 
turn on investment in such a system will be a long time coming — 
and that no commercial EDI system in the world is making money 
yet. 
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Whether Tradelink’s ambitions for an all-purpose, multi-function 
system turn out to be over-ambitious and a less capable system has 
to be adopted is almost irrelevant, providing one adopts a long-term 
view. The point is that the seeds have been sown by its ambitions 
and by pilot systems which already exist in Hongkong, Singapore, 
Japan, the US and Europe. 

Together they present a heaven-sent opportunity to simplify the 
world’s outdated trade regulations and the associated paperwork — 
and hence the equally outdated, time-wasting and resource-con- 
suming bureaucracies which have built up around them. 

While simplification of bureaucracy is easy to posit but hard to 
achieve, growth of the merchant fleets in Asean to cope with bur- 
geoning trade is both. According to a study late last year by the UN's 
Economic and Social Commission for Asia and the Pacific (Escap), 
investment of US$5.3 billion will be needed in new tonnage by 1992 
just to maintain existing trade shares. эш 


Maintaining the status quo in trade shares to the year 2000 will re- 
quire an extra US$10 billion-worth of new ships, or US$15.3 billion in 
total, according to Escap. The investments fall to US$3.7 billion and 
US$8.4 billion respectively if fleet owners decide to buy five to 10- 
year-old ships. 

This is a small part of the world's need for new tonnage, and does 
not take into account replacement of existing ships which will have 
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Old and new ways of moving cargo in Hongkong: renewed emphasis on efficiency. 


to be replaced — or have their economic lives extended through ex- 
pensive refits. 

The world's shipbuilding industry has contracted by about 50% 
since its peak in the 1970s, and shipbuilding financiers have reduced 
to around 25-30 institutions compared with more than 200. Also, 
prices for new buildings have risen steeply while real freight rates 
have climbed less far. Owners are still rebuilding recession-shattered 
equity bases, without much left over for large replacement program- 
mes, 

The argument that when inflation is taken into account, ship- 
yards are not receiving proper returns on vessels which are still un- 
derpriced in real terms, falls on stony ground among operators. Ac- 
cording to the Hongkong and Shanghai Banking Corp. in May, oil- 
tanker rates had slumped again, after an apparent recovery last year, 
and were hardly enough to cover interest costs on even a 15-year-old 
ship. 

Bulkers were doing somewhat better, and in both the oil and bulk 
markets second-hand values were rising, underpinning rises in new 
building prices. While hesitancy among owners about committing 
to new buildings is hardly likely to upset conservative bankers, there 
is the point that the trend in new vessels is towards larger sizes, 
which is likely to press rates downwards still further. 

The prospects overall for the next year must therefore be steady- 
as-she-goes, to ride out a period of lacklustre rates and rising costs, in 
the hope that eventually rising demand for the faster, higher value- 
added end of the market will push up yields on more trades, thus 
justifying capacity increases already in place. E 
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SEA FREIGHT 


Bankers again 
warn of 
overcapacity 


uperficially, the prospects seem excel- 
S lea» An agreement between trans- 

Pacific shipping lines to cut container 
capacity by 10% is helping to curtail a rate 
war which drove prices down by about 40% 
last year. Load factors on Far East-Europe 
trades have been consistently high, and 
Asia's interport trade — in total, the world's 
fourth-largest container trade — is tipped to 
grow at 10-15% a year as manufacturing 
moves from North Asia to lower-cost 
centres. 

But if it was that simple, bankers would 
not be issuing warnings about overcapacity 
continuing, smaller liner companies would 
not be facing an economic squeeze through 
poor rates and the intra-Asian trade would 


not still be largely unstructured and untap- Loading, Bangkok: congested. 


ped by most of the big players. 

Figures compiled by Lloyd's Register of Shipping show that in 
1988 the world liner fleet increased by 1.02 million gross tonnes, or 
4.5%, by far the largest single increase in the world fleet of all types of 
ship. 

But, warns the Hongkong and Shanghai Banking Corp., con- 
tainer ships on order at the end of 1988 amounted to 15% of capacity 
then available. And if more recent orders are included, this extra 
capacity amounts to an increase of more than 20?5. Comparable fig- 
ures for bulkers and tankers were 6-7% and 10% respectively. 

The drive in all three sectors is for greater size, with container ves- 
sel operators in particular seeking greater efficiencies of scale as well 
as extra speed. But the bank pointed out that growth in container 
shipments as a replacement for breakbulk shipping was just about 
over, so further growth would have to come from increases in trade. 

The future, therefore, 
does not seem particu- 
larly bright in view of the 
probable expansion of 
world trade being around 
only 2-3% a year. And the 
prospect of a downturn in 
the US next year merely 
worsens the picture. 

Apart from the 10% 
capacity cut by the Trans- 
Pacific Discussion Agree- 
ment's 13 container-line 
members, some liner 
companies have bitten 
the bullet by cancelling 
orders for new vessels, 
so that the 20% capa- 
city increase is no long- 
er applicable. Taiwan's 
Yang Ming, for instance, 
slashed its order for 14 
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Evergreen dock scene: orders cancelled. 
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new 3,500 20-ft equivalent unit (TEU) ships to three, and Evergreen 
dumped an order for 22 4,000 TEU ships which were to have been de- 
livered from 1991-98. 

In both cases, the cost of new buildings rather than market pros- 
pects was the cause. Yang Ming's three orders are still regarded as in 
doubt by observers, who say its budget was US$46 million a ship 
against a projected shipyard cost of US$56 million, or an extra US$30 
million for the three ships. Evergreen's costs had increased to 
US$60-70 million per ship, and the company rethought its expan- 
sion plans. It has also stated an interest in cooperating with Yang 
Ming as another way for both to improve their market positions. 

With trade booming from the Far East to Europe, the world's sec- 
ond-largest container trade after the trans-Pacific, liner operators are 
looking forward to European trade liberali- 
sation from 1992 to produce further bene- 
fits. The theory is that Europe will open up 
to produce a market similar to that in the 
US, with tariff barriers removed, and with a 
50% larger population providing far more 
consumers. 

But there is also concern that, while rates 
are holding up in the face of capacity in- 
creases on the route, more expansion might 
start to bring rates down. One safety-valve 
might be Far East-Mediterranean trade, in 
which in 1988 cargo carried rose by about 
20%, though again competition is increas- 
ing. 

Asia's interport trade in 1988 reached 
some 1.5 million TEUs, but the short dis- 
tances and intense competition have kept 
rates down. Thus while the big operators 
talk at great length about intra-Asian trad- 
ing as a strategic goal, none of them has taken steps to formalise spe- 
cific routes except for relatively short-term opportunities as they 
have arisen. 

Most of this trade is thus conducted either by feeder vessels, with 
some taken aboard or discharged by larger vessels making short calls 
at the beginning or end of trips from Europe or the US. In part, this 
is a consequence of geography: the region can be covered properly 
only in a series of short loops using smaller vessels, rather than with 
a large vessel dedicated to end-to-end economic efficiency. 

This trade is set to expand rapidly and to disperse further. What 
Japan started, Taiwan and South Korea have also done in moving 
manufacturing offshore, and Hongkong too is now doing the same 
in Thailand and the Philippines, particularly as Hongkong's export- 
ers look for alternatives to southern China in the wake of uncertainty 
following June's uphea- 
vals in Peking. 

While some of the 
numbers are at present 
relatively small, the high 
growth rates mean that in 
a few years these trades 
will be significant. For in- 
stance, according to the 
authoritative Lloyd's Mari- 
time Asia, trade from 
Hongkong to Thailand is 
set to grow at a com- 
pound rate of 27% from 
just over TEUS a month 
last year to nearly 3,000 
a month in 1992. And 
Philippines-to-Hongkong 
trade should grow at 
28% a year, Hongkong- 
to-Taiwan at 18% and 
Taiwan-to-Thailand а 
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in the heart of the world’s largest 


market. Better located, staffed and 


equipped to deliver your cargo 


anywhere—at least two days faster. 


A port so fast it has to be called... 








Firstin. Wag v рү 

Vy i 
The Port of New York ' а 5 

and New Jersey has 

more direct service to rey] ..2272522777. 

and from destinations HEEE 

worldwide than any рр” 

other east coast рогі. 

And Expressport has м, 

more ‘first in' (and ‘last "n 

out’) from the North Ra 

Atlantic range...cutting at least 2 days off your transit 

time! Your time-saving, money-earning journey through 

Expressport has begun. Youre far ahead of all the others! 


First Off. 


Expressport has more cranes than any other U.S. port. 
And we use up to 4 at a time per ship, when necessary, to 
expedite unloading. Longshore labor is among the most 
skilled in the world and performance in all weather 
conditions is second to none. As a result, the off-load 
process is so efficient 
and so swift, there is 
virtually no waiting 
and no queue. 

Thanks to 
Expressport, youre 
maintaining your 
lead. 
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ur two great states share a port 





Thomas H. Kean 
Governor State of New Jersey 
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Governor State o! New York 


EXPHESSPORT 


First Delivered. 


At your service are 5,000 
trucking companies, a 
superb network of arterial 
highways and a modern 
and efficient trunk line L 
railroad with a rehabilitated 
infrastructure. 

Expressport, starting from 
the center of the world's 
largest consumer market, 
can deliver your cargo to an 







additional 75 million consumers overnight. Indeed, 
chances are, your cargo will reach its midwest warehouse 
before the mother ship reaches its next port of call. 


First In Service. 





Along with speed, Expressport offers service, superior 
service from a vast pool of specially trained, highly skilled 
experts on international trade and marine-related services. 

At Expressport, were committed to giving you the best 
service while speeding your cargo 
in, off and delivered to its market. 
If time is money in your business, 
you should be doing business with 
Expressport. For more information 
call 1-800-PA-CARGO. 


First In. First Off. First Delivered. First In Service. 
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One World Trade Center, 64E 
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There are ships faster than ours, 


but they don't go to Europe. 


Certainly, there are ships quicker than 
ours. But no Earth-bound vessel is faster 
than “К” Line's wave-skipping 18-day 
transit to Le Havre. 

Spanning the oceans between South- 
east Asia and Europe, “К” Line's Humber 
Bridge, Rhine Bridge and Normandie 
Bridge are the fastest way to get freight to 
Europe. Leaving Hong Kong on Thursday, 


these ultra-modern, high speed ships 
reach Le Havre in a record-setting 18 days. 
And then race onto Felixstowe, Rotterdam 
and Hamburg with connections to many 
other ports. 

"K" Line to Europe. If you want it there 
faster, perhaps 
you should call 
Hollywood. 





The World Class Carrier. 


KAWASAKI (HONG KONG) LTD., 33rd Floor, United Centre, 95 Queensway, С.Р.О. Box 503, Hong Kong. Telephone: 5-8615511. Fax: 5-297433, 5-B656826. Telex: 
73776. Kwai Chung Terminal office: Modern Terminals Ltd., Warehouse Bldg.. Room 905, Kwai Chung, N.T. Telephone: 0-4243426/7. Macau Sub-Agent: Agencia De 
Navegacao Ka Fung Lda, Room 1101 Praia Grande Comm. Centre, Macau. Telephone: 553311. Fax: 569233. Telex: 88586 KFUNG OM 





15% a year in both direc- 
tions, the magazine pre- 
dicts. - 

But the need for extra 
trade at higher rates is 
now. Taking Hongkong- 
based Orient Overseas 
Holdings as an example, 
the company saw its 1988 
profit fall to US$57.1 mil- 
lion from US$389.5 mil- 
lion the previous year. 

The company took de- 
livery of two new 3,500 
TEU ships in mid-July for 
its Far East-Europe ser- 
vices, on which it said 
rates had been depressed 
by 15-20% during the first 
half of this year. It now 
has 30 container vessels, 
against a total of more 
than 100 assorted ships 
before it was forced to re- 
structure its operations in 1985 because of massive and apparently 
unpayable debts. 

Despite severe streamlining and cost control, it seems unable to 
make a strong recovery. However, its disposals of non-core busi- 
nesses and its investments in port operations and computers leave it 
well-placed to keep its head above water in what seems likely to be 
another uninspiring business year. 





with some form of liberalisation in domestic shipping in both 

the Philippines and Indonesia, and Thailand has taken steps 
to solve Bangkok port's congestion problems by allowing the private 
sector to run extra wharves. 

Indonesia’s efforts to improve trade involve letting foreign car- 
riers into what had been a tightly protected market, as well as allow- 
ing local lines to follow demand instead of having to stick to rigid, 
uneconomic schedules. But the time involved in varying the routes 
— one month’s notice is required for a new call — is still too long to 
be able to benefit from much spot-business. 

The Philippines is still in the throes of deciding how much 
liberalisation to push through, and what form it will take. But va- 
rious analyses showing 
artificially high rates in 
some areas subsidising 
low rates in others, as a 
direct product of the reg- 
ulatory structure, have 
sparked a will to act 
which seems unlikely to 
be stopped. 

Thailand's easing of 
delays in Bangkok is a 
stopgap, as is its use of 
the navy port at Sattahip, 
until the new container 
port at Laem Chabang is 
ready for use. But there 
are worries that export 
trade is growing so fast 
that all three ports com- 
bined will still be insuffi- 
dent to cope with the 


T he shape of the industry in Southeast Asia is set to change 
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— we: which is pioneering a 
container-train service 
between Bangkok and 
Sattahip, even dropping 
the growth rate from 
a high estimate of 28% 
a year down to a more 
conservative 1575 means 
that Sattahip will need 
to handle 500,000 TEUs 
a year from an early 
stage. And Sattahip will 
have to continue in 
use until another port 
can be developed even 
after Laem Chabang is 
operating. se 

Ultimately, a new port 
at Krabi on the western 
side of the Kra Isthmus 
is under discussion, with 
a highway intended to 
cross the isthmus to 
link with a feeder-ship 
port on the eastern side. The main problem for the Thais is 
that about 90% of all exports are manufactured in the Bang- 
kok metropolitan area, and expansion into economically dis- 
advantaged areas is handicapped by a lack of adequate transport 
links. 

Well-planned port expansion in Singapore and at Taiwan's 
Kaohsiung has left Hongkong's Kwai Chung container port in 
danger of missing out on trade growth through lack of capacity. Al- 
though the events in China during June are widely predicted to 
mean a slowdown in transhipment trade, many in the industry feel 
this will be a temporary phenomenon. 

Hongkong is still awaiting the results of a Port and Airport Deve- 

lopment Study, due to be given to the government in late Sep- 
tember, which should spell out once and for all the sites and timeta- 
ble for a new airport to replace Kai Tak and new terminals for the 
Sort. 
Blasts and counterblasts of public relations from each of the major 
terminal operators, Hutchison International Terminals and Modern 
Terminals Ltd, have touted the advantages or otherwise of two areas 
near the existing terminals. 

The long wait for the study's results has led the Hongkong Liner 
Shipping Association to 
express deep anxiety 
about future capacity, as 
well as to call for a single 
authority which would 
manage the entire port in- 
stead of having various 
functions allocated to sev- 
eral government depart- 
ments as at present. 

The expected slow- 
down in Hongkong’s 
throughput seemed likely 
to assist Singapore in 
displacing the territory 
as the world's No. 1 con- 
tainer port — something 
which might happen, 
because of Singapore's 
massive 35% growth rate 
from January to May this 
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Conversion one 
answer to lack 


of freighters 


C apacity limits are becoming a severe headache for airline cargo 


FREIGHT 


managers as well as for airport managers — and while adding 

of tpanding cargo centres at airports is part of development 
plans in some areas, the airlines' side of the problem is likely to be 
more difficult and expensive to solve. 

Airline cargo departments have long been on the low end of the 
totem pole in the vast majority of cases, even though they may earn 
up to 20-25% of total revenue. Most airlines are driven by passen- 
gers’ requirements for level and frequency of service, with cargo car- 
ried in what space may be left over in aircraft bellies after passengers' 
baggage has been accommodated. 

About 55% of all air cargo is carried in this manner, leaving the re- 
maining 45% to the less glamorous all-cargo aircraft which form a 
small fraction of the total airline fleet. And if there is a problem be- 
cause the range of a scheduled passenger service is likely to be limit- 
ed by adverse winds, it is cargo which is offloaded first, thus causing 
delays in shipments. 

During the development of non-stop, ultra-long-range services 
to and from Asia by the likes of Hongkong’s Cathay Pacific Airways, 
Singapore Airlines (SIA) and West Germany's Lufthansa, this caused 
no surprise. The Boeing 747-200s being used for these trips are run- 
ning to the limits of their endurance, and have on many occasions 
been forced to break a non-stop service to pick up extra fuel because 
of strong headwinds. 

With the advent this year of the Boeing 747-400, with more effi- 
cient engines and aerodynamics, and thus longer range, the prob- 
lem with passengers' non-stop journeys should become a thing of 
the past. But as SIA has been finding out, as the first airline to operate 
the 747-400 between Europe and Asia, the cargo manager's prob- 
lems may have become even worse than before. 

From Hongkong to Europe, for instance, with one stop in the 
Middle East, a 747-200 can usually carry 17-20 tonnes of freight in ad- 


dition to a full passenger load. On a non-stop Hongkong-Europe 
flight the aircraft's cargo load can often go down to zero. 

SIA has reported that a 747-400 flying from Singapore to Europe 
can carry less than four tonnes of cargo, though on the return trip 
with more favourable winds — but less demand for cargo space — it 
can take up to 12 tonnes. 

Thus as non-stop flights become the norm, cargo capacity actual- 
ly reduces as 747-4005 replace the earlier models. 51А has said that 
even by adding two more freighters by 1991, while 747-400s gradu- 
ally take over services to Europe, its cargo capacity to Europe will in- 
crease by only 3% against current demand projections of an 8-14% 
overall rise. 

Also, obtaining new freighters is already a problem. Boeing's 
production line is booked up until about 1994, and in any case the 
company is phasing out the 747-200 in favour of the 747-300 
stretched upper deck (in passenger and combined passenger/cargo 
versions) and the 747-400. But an all-cargo 747-400 by 1994 will cost 
in the region of US$150 million, which is expensive for a freighter. 

By default, the solution now being discussed is converting older 
747s into freighters. Such a conversion would cost around US$10 
million per aircraft and take several weeks, involving a new floor 
with drive units to shift cargo pallets around, plus an enlarged side 
door for loading. 

If a used 747 is worth, say, US$20-35 million on the market, de- 
pending on the model, putting a further US$10 million into it would 
extend its useful life with its current owner as well as creating cargo 
capacity far earlier and far more cheaply than would otherwise be 
possible. 

However, it also means taking the aircraft out of passenger ser- 
vice, thus either slowing expansion plans if the airline had intended 
using it in parallel with its longer-range cousin, or changing the air- 
line's financial plans if the intention had been to sell the older air- 
craft. 

Further down the chain, it also means that there will be a short- 
age of second-hand 747-200s to trickle down to smaller airlines seek- 
ing to expand. These carriers will therefore be forced into buying 
new equipment — if they can afford it. 

There is a further problem: lack of engineering capacity to handle 
a widespread conversion programme. Carriers in the US have been 
feeding aircraft into repair shops overseas because of a lack of capa- 
city at home, as well as cheaper labour rates abroad. 

This has become a political issue with US unions, which have 
tried to persuade — so far unsuccessfully — US officials that aircraft 
maintained or repaired overseas are less safe than those worked on 
in the US. This argument overlooks the fact that the highly publi- 
cised BFO (bits falling off) aircraft incidents over the past year have all 
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involved US-maintained or 
repaired machines. 

However, the engineer- 
ing capacity problem is going 
to worsen. As a result of the 
BFO incidents, new structural 
inspection and repair pro- 
grammes are being drawn 
up for older aircraft, which 
will have to be undertaken 
by workshops already busy 
with regular checks and run- 
ning repairs on more aircraft 
because of increased airline 
activity over the past few 
years. 

Conversion work is there- | 
fore likely to expand the pool ше ^B 
of available work sufficiently 
to enable smaller engineer- 
ing companies to expand — particularly those overseas, assum- 
ing US Federal Aviation Administration approval is forth- 
coming. An early move has already been made by Israel Air- 
craft Industries, which is bidding for SiA's two planned conver- 
sions. 

At least one other carrier — British Airways (BA) — has publicly 
expressed interest in converting 747-100s into freighters. BA is in the 
uncomfortable position of having no freighters — it sold its only all- 
cargo 747-200 to Cathay Pacific some years ago, and relies on belly 
space. 

But the problem with the 747-100 is its relatively short range, 
which restricts it to domestic US or trans-Atlantic freight operations. 
For services to and from Asia, it would need two stops, pushing up 
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Tyre maintenance, Hongkong: US safety dispute. 


operating expenses, com- 
pared with one stop for a 
747-200 — or for a McDon- 
nell Douglas DC10-30, which 
with a market value of about 
US$30-35 million and good 
range is also an attractive 
proposition for conversion to 
freight operations. 

With perhaps 100 747s to 
be sold off by airlines acquir- 
ing new aircraft, there is 
probably a market for 30-40 
of them to be converted to 
freighters — or less if DC10s 
intrude into the market. And 
the capacity shortage for the 
next few years is also likely to 
make the old 707, with hush- 
kitted engines and a capacity 
of 30-40 tonnes, remain an attractive cargo-hauler because of its 
cheap acquisition cost. 


S3AYM OYO 





markets in Asia, particularly in the Philippines, where Philip- 

pine Airlines (PAL) is facing a horde of would-be competitors 

for both passengers and cargo. As a result, PAL has seen its domestic 

freight fall from 64,500 tonnes to 57,700 during fiscal 1988-89, though 

during the same period, its international tonnage rose to 37,500 from 
35,200 tonnes. 

Cebu-based Aboitiz shipping has set up Aboitiz Air Transport 

with four Lockheed C130 Hercules, businessman Enrique Zobel is 

establishing Enzo Air for all-cargo services, and Aerolift Philippines 


() n a smaller scale, there is a lot of activity in domestic freight 


SERVICE BETWEEN PACIFIC AND INDIAN PORTS 


The lines are served by a modern fleet meeting the requirements 


of customers. 


FESC 


FESCO INDIA LINE 


Connects the ports of the Soviet Far-East with 
the ports of South-East Asia and India. The line is 
designed for carriage of breakbulk, container, 
reefers and liquid cargoes. 


FESCO AUSTRALIA LINE 


Is served by containerships operating between 
Vostochny (USSR), Japan, Hong Kong, Philip- 
pines and Australia. 


TRANS-SIBERIAN CONTAINER 

SERVICE (TSCS) 

Is quick in delivery of cargo from Japan to 
Europe, Iraq, Iran and Afghanistan. Fesco ves- 
sels — members of TSCS — regularly call at the 
ports of Japan, Australia, Philippines and Hong 
Kong. 


Fi NEW ZEALAND 
ESCO EXPRESS LINE 


Is new container service between ports Vos- 
tochny (USSR), Japan, Hong Kong, USA, New 
Zealand. 


LINES have shown themselves to be reliable 
carriers: safety of cargo, timely delivery, sav- 
ing of transportation costs for shipper. 








is planning to expand from its present seven small aircraft into three 
Boeing 737s, one of which will be a combi version. 

Further afield, Ansett New Zealand is to try out a British Aero- 
space BAe146 quick-change (QC) aircraft later this year. Ansett had 
already taken up five years' production of the pure freighter version 
of the aircraft, or 75 units, as options which it is gradually converting 
to firm orders over time as it places the aircraft with various 
operators all over the world. 

The Qc version is designed to carry up to 94 passengers by day 
and 10 tonnes of freight on six pallets by night, giving operators the 
chance to push up utilisation and revenue figures around the clock 
over short distances. It is also quiet enough to beat noise curfews 
being applied in many places, and its short airfield performance 
makes it a potentially valuable feeder aircraft between major airports 
and outlying manufacturing centres. 

As to cargo growth at individual airports in the region, Tokyo's 
Narita was in second place worldwide for 1988 after New York's 
John F. Kennedy airport. Narita's throughput was 1.19 million ton- 
nes, up almost 18% over 1987's performance. 

Hongkong's Kai Tak Airport lay in sixth place for 1988, following 
Germany's Frankfurt and Los Angeles and Chicago in the US. 
Hongkong’s throughput rose by 13.7% to 694,064 tonnes, including 





PARCEL SERVICES 


Good things 


come in 


big packages 


apid expansion of the express parcel and general air cargo 

markets has led to a series of mergers, takeovers, rate-cutting 

and confusion in the marketplace about which direction the 
industry is taking. 

The most dramatic example seems to be the acquisition by pac- 
kage carrier Federal Express (Fedex) of general cargo airline Flying 
Tiger, a US$880 million deal first mooted late last year but which was 
approved by the US Government only in May this year with the 
transfer of Flying Tigers' routes to Fedex. 

At face value, completion of the merger on 7 August with inte- 
ration of both companies 
services has created a mega- 
carrier in the cargo business, 
second in fleet size only to 
the giant United Parcel Service 
(UPS) of the US when leased 
aircraft are included in the 
totals. 

Also at face value, Fedex 
would seem to have been driven 
into seeking this or a similar deal 
by regulatory problems which 
were blocking expansion into 
the international arena, growth 
vital to the company's future. In 
short, if you have to use other 
airlines’ cargo capacity because 
you do not have the necessary 
traffic rights, you might as well 
buy another airline which has 
those rights. 
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on-apron transfers. The Hongkong Air Cargo Terminals Ltd (Hactl) 
expects to reach its capacity of 720,000 tonnes in its present single ter- 
minal next year, assuming 876 growth. 

During the early part of the year, Hactl achieved 1376 growth in 
cargo handled in April, with the summer season's flat spot dropping 
the January-May cumulative increase to 9.2%. The effects of the 4 
June Peking massacre have yet to be seen and evaluated — about 
20% of Hongkong’s airfreight exports originate in China, and some 
slowdown can be expected as Hongkong manufacturers seek pro- 
duction capacity elsewhere. 

Even though plans for a replacement airport for Hongkong are 
not due to be announced until later this year, Hactl's need for extra 
capacity is immediate. It has already started building a second 
US$152 million terminal which will double its capacity. The extra ter- 
minal is due to open its first phase in June 1991, with the whole ter- 
minal to be commissioned on 1 December the same year. 

Hactl's thinking is that a new airport cannot be completed before 
1999, and that with 8% growth the demand will be for 1.44 million 
tonnes of throughput a year by 1998. There was thus no way to 
postpone building another terminal — and Насі feels that it and the 
original terminal may have to continue operating until the year 2000 
and even beyond. = Michael Westlake 


Naturally, the reality is far from being so simple, and the joining, 
of two companies with vastly different backgrounds, corporate cul- 
tures and market segments covered is not easy to achieve. Nor is the 
resulting high financial gearing and large assumption of outstanding 
debt of the combined entity necessarily outweighed by the pre- 
sumed synergy achieved by offering a full spread of cargo services 
over a huge network. 

But the creator of Fedex, Fred Smith, has long been accustomed 
to breaking through conventional thinking, and though at least one 
of his more dramatic ventures with the company proved to be a 
dramatic flop, his tenacity, entrepreneurial flair and vision have 
swept his company from nowhere to join the industry's leaders in 
only a few years. 

The origins of Fedex have often been quoted as a business classic, 
citing the ability of someone to spot a niche in the market and then to 
exploit it rapidly. Smith saw that the US postal service was unable 
and apparently unwilling to offer high-speed, overnight delivery of 
vital business documents and other small packages. 

Airlines offered only airport-to-airport services, and in any case 
relied on an army of freight forwarders, agents and consolidators to 
arrange, pick up, assemble and deliver consignments to and from 
final destinations. Courier companies at that time were using, pass- 
enger flights with consignments travelling as escorted baggage. All 
the existing options involved large lumps of wasted time because the 
small-package customer was 
being forced to conform to sys- 
tems originally designed for 
others. 

Smith wrote a thesis on set- 
ting up a door-to-door inte- 
grated service while studying 
economics at Yale University, 
only to be awarded a "C" by his 
professor, perhaps in part be- 
cause conventional wisdom 
held that the regulatory barriers 
to such a fresh approach were 
too great to overcome. 

He set up Fedex in 1973 any- 
way, and for two years lost 
money. It was not until 1975, fol- 
lowing a campaign to establish a 
new market among secretarial 
staff and middle-grade execu- 
tives, that the business turned 
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There's a welcome in store. 


Frankfurt Airport's freight center is 
expecting you. With a big welcome! 
With the best in transportation con- 
nections. With the best in technical 
support, such as the Cargo Informa- 
tion System (CIS), an EDI network 
serving the airport, airlines and for- 
warders — known as "LOG-Air-^ and the 
automated airfreight customs han- 
dling for imports (ALFA). And on top 
of that, employees you can rely on. 
There's nowhere else in Europe where 


Europe via FRA. 


your freight is forwarded and checked 
through customs faster. Everything – 
from sensitive high-tech goods to 
giant machinery, delicate flowers or 
fresh fruit - is handled with the utmost 
care. We're awaiting you! 

Flughafen Frankfurt Main AG, 
D-6000 Frankfurt am Main 75, Phone 
(69) 6906340, Fax (69) 6905357. 

Or contact our representative in 
Hongkong: P. Eidens, c/o ITSG, Fax 
5-7219296,Telex 83737 itsg. 


Flughafen 
Frankfurt Main AG 





around. By 1982 Fedex had achieved 
sales of US$1 billion a year, about 
the same level as Flying Tigers in 
the traditional cargo business. 
But while Fedex made a profit of 
US$89 million, Tigers lost US$243 
million. 

By 1986, revenue had grown to 
more than US$2.5 billion, and busi- 
ness volume was increasing mas- 
sively. But at this stage, Smith tried 400-8 
to diversify into electronic mail to 
offer an even faster service, and 
lost US$357 million on the ZapMail 
project before it was terminated in 
1987. 

The*idea had been to offer a two- 
hour document transmission service 
via Fedex offices, but the develop- 
ment of personal computers and facsimile machines as consumer 
items unfortunately rendered the scheme obsolete almost before it 
started. 

Eliminating ZapMail stopped the drain on profits and brought a 
turnaround from a net loss of US$65 million in 1987 to a profit of 
US$187 million in 1988. However, price-competition was cutting 
into yields, and the entire profit was coming from domestic US ser- 
vices. International services, producing about 1296 or US$409 million 
of total revenues, brought an operating loss of some US$30.5 mil- 
lion. 

A major problem for Fedex outside the US has been wooing cus- 
tomers away from longer-established names such as UPS, DHL and 
the Australian-based TNT which has spread its tentacles all over the 
world through a series of joint-venture airlines. 
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Higher profits, lower yields 
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But Fedex has been steadily buy- 
ing up local companies in Europe, 
the Caribbean, Canada and Japan to 
obtain those concerns’ market 
coverage and experience. Fedex 
-23. now says, following its purchase of 
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-» Flying Tigers, that no further acquis- 
itions are planned, though the door 
72 is not closed should a good idea 

-20 come to mind. 
_ ЕТ The Tigers purchase has brought 
-18 to Fedex a worldwide network, 
ave an additional fleet of 37 aircraft, 
лун. апа a business which has been 
| NR profitable for two years after 

1986 1987 1988" 1989" 


several years of losses. Because 
Tigers was an  airport-to-airport 
carrier, its staff numbers were 
far fewer than those of Fedex, 
and the vast majority accepted the offer of Fedex jobs. 


Source: Амтагк Aviation Economist 


he problems which have surfaced so far are differing cor- 

j porate cultures and Tigers’ weak balance sheet — long-term 

debt of about US$640 million at the end of 1988, against net 

shareholders’ funds of around US$100 million. The comparable 

position for Fedex was about US$776 million in long-term debt and 
US$1.4 billion in shareholders' funds. 

Integration of staffing has already run up against difficulties with 
the pilots, and others are likely to experience some unhappiness too. 
Flying Tigers was a heavily unionised, multi-layered organisation, 
while Fedex is non-union and prefers a more flexible, accessible 
management style. The problems with the pilots have surrounded 
relative positions in the new, combined seniority list, and have 
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occurred to greater or lesser degrees 
in every airline merger. 

The extra fleet, being integrated 
with Fedex's existing 255 and 142 or- 
dered aircraft, includes 21 Boeing 
747s, of which 17 will be used on in- 
ternational routes. These will have 
to be slotted into Fedex's mainte- 
nance schedule, and may cause a 
few headaches because Fedex has 
until now operated McDonnell 
Douglas DC10s for its wide-body 
needs, and has four MD11s on firm 
order plus four options. 

Achieving synergy will involve 
rationalising the two sets of routes, 
with possible snags arising from the 
different scheduling interests of the 
express and general cargo markets. 
The express market produces packages for shipment towards 
the end of the working day, necessitating evening flight 
departures. General cargo is more flexible but still requires 
speed — a major constraint being the 24-hour "cooling-off" 
period demanded before departure at some airports as a security 
measure. 

Some of the new scheduling will be dictated by the original com- 
panies’ separate hubs — Fedex's Anchorage hub will continue to be 
the gateway to Asia, via Tokyo and Seoul. Chitose in northern Japan 
may be added as a stop for refuelling only on direct services from 
Asia to the US, avoiding congestion at Tokyo' s Narita airport as well 
as preventing possible "bumping" of through-cargo there in favour 
of higher-yielding cargo originating in Japan. 

From 1 October, Fedex will offer a three-tier range of services 











UPS freighter: biggest fleet. 


encompassing everything sold by 
both companies previously, but 
structured so as not to compete with 
freight forwarders. 

The first tier is the retail side, call- 
ed the International Product. This is 
based on the previous door-to-door 
parcel service, but will be restricted 
to packages of no more than 70kg. 
This will mean the end of the pre- 
sent system, under which an un- 
limited number of pieces can be sent 
as one shipment if no piece weighs 
more than 35kg, and will enable for- 
warders to offer more competitive 
package services. 

The second and third fers are 
both wholesale services, for which 
the customer must deal through 
agents. The first is the International Distribution Service (IDS) and the 
second is the Airport-to-Airport (ATA) service. Effectively, IDS is ATA 
with a definite, stated priority plus optional extras such as customs 
clearance and pick-up and/or delivery. 

Just how the market will react to the new, combined all-service 
carrier is still uncertain. Its rivals, particularly UPS which has been on 
a similar trail of market acquisition by takeover, have been adopting 
strategies similar to those of the original Fedex. This has brought 
down prices to the point where, for large customers, the list of offi- 
cial tariffs is only the starting point for negotiations. 

While yields in the express market have come down in general, it 
is not yet certain how much protection may be afforded by carrying 
general cargo as well. And a downturn in the market may yet pro- 
duce a shakeout in both markets. = Michael Westlake 








MINIMUM TURN — AROUND 
TIME, MAXIMUM PROFITS. 


Few aircraft in its class do better 
than the CN-235. 

Due to its layout, the CN-235 
minimises turn-around-time. Thus its 
rear ramp door and its strategically 
positioned access doors eliminate 
interference between passengers and 
luggage entering or leaving the plane, 
as well as greatly facilitating other 
services such as refuelling and cleaning. 

Fitted with the new General 
Electric CT7-9C engine 
for greater power, the new 
Series 100 attains higher 
speeds, performs better 
at extreme hot and 


high conditions and easily Max. capacity: 45 seats. 
masters short landing and Power Plant: 2x GE CT7-9C. 
take-off strips. Max. Т.О. Power: 1,750 SHP 


Several commuter 
companies are using it. 
Iberia, the Spanish airline, 


has chosen it as the regional transport 
aircraft for its company Binter. 

The CN-235 is the perfect invest- 
ment to achieve increased returns with- 
out skimping on operation requirements. 


CN-235 














Technical Characteristics: 
Max. takeoff weight: 14,400 Kg. (31,746 Ib). 

Max. landing weight: 14,200 Kg. (31,305 Ib). 
Max. zero fuel weight: 13,600 Kg. (29,983 Ib). 















(1,870 SHP APR ON). 
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BROWN & ROOT 
AND CF BRAUN TOGETHER. 


ON THE RIGHT TRACK. 


Some might see this as a collision course. 

At Brown & Root we see it as an opportunity – to put two highly complementary 
strengths together on the right track. Hence, the company’s acquisition of one of the 
industry's most respected engineering firms, CF Braun. 

Few firms can equal Brown & Root's record in building petroleum and chemi- 
cals facilities. Fewer still, Brown & Root included, have Braun's reputation for engi- 
neering and process technology. Together, our experience and resources are 
unmatched. 

We recognize that bringing two such companies together isn't a simple matter 
that happens overnight. So we're taking great care in merging our skills. Clients may 
not even notice a difference at first. But to those needing a single point of responsibil- 
ity, start to finish, the difference will be obvious — and significant. 

We intend to preserve the best of both worlds and build on them. And we be- 
lieve we can. After all, we have over 20 years of working together on some very 


successful projects. The fact is, we've been headed this way for some time. 


BROWN & ROOT 
PETROLEUM AND CHEMICALS 


Brown C Root U.S.A., Inc. 
W A Halliburton Company 
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RAILWAYS 


Some light at 
the end 


hile an announcement on plans for the future of 
W Malaysia's railway system, Keretapi Tanah Malayu (KTM) 

has been delayed from June until late this year, KTM's pros- 
pects have brightened immensely due to large increases in container 
throughput. 

KTM's long-term liabilities stand at about M$1.1 billion (US$411.7 
million) and its accumulated losses at M$300 million. One option put 
forward by the government in 1986 was for the system to be leased 
for M$1 to any operator willing to run it on a commercial basis — 
providing the operator was prepared to assume all of KTM's out- 
standing liabilities. 

Until the end of 1988, the picture for KTM 
seemed decidedly bleak. A study by the 
Japan International Cooperation Agency 
(ica) some years ago found that about 300 
km of the 1,600-km track urgently needed 
replacing, and about two-thirds of KTM's 
rolling stock was obsolete. 

KTM, in short, seemed to be trapped in a 
classic chicken-and-egg situation, in which it 
needed large amounts of investment in 
equipment before it would have any chance 
of boosting its revenue, but needed the rev- 
enue to justify the investment. 

What has changed the picture has been 
the upturn in Malaysia's economy gener- 
ally, and KrM's efforts to capture large 
amounts of the large increases in freight traf- 
fic from, to and through the peninsula. The 
system recorded an increase of 88.6% in con- 
tainer traffic to 78,784 20-ft equivalent units 
(TEUs) in 1988, and expects 80- 
90,000 TEUs to be handled this 
year. 

It made an operating profit of 
M$832,000 in 1988, its first in 
nine years, and had made M$1 
million in January-May this 
year. Providing the economy 
remains healthy, the company 
sees the growth continuing, 
restrained only by lack of capa- 
city. 

With a more cheerful operat- 
ing picture comes a more posi- 
tive perspective of KTM's overall 
economic situation. KTM is 
loaded with surplus land, the 
product of history in that the 
railway system as the key mode 
of transport for commodity ex- 





History of losses 
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Container throughput at 
Malayan railways 
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If KTM is to be corporatised and/or privatised, two options being 
studied, it would need a decision to allow at least some of this land to 
be developed, thereby generating funds for rejuvenation and expan- 
sion. KTM's land alone is estimated to be worth more than M$3 bil- 
lion. 

The increase in container traffic has come about as a result of an 
intense marketing campaign, aimed at drawing container freight off 
the roads for long-distance travel as well as setting up more con- 
venient direct services from industrial centres to ports. 

But the campaign has almost been too successful — KTM is now 
running up against capacity constraints, caused by a lack of suffi- 
cient double-tracking and hence lower than desirable service fre- 
quencies, along with such problems as a shortage of containers and 
rolling stock. 

The major track bottleneck is between Rawang and Serembang 
in the short term, and between Ipoh and Serembang in the longer 
term. Double tracking is planned from Rawang and Serembang and 
Port Klang, but the project's financing has not yet been settled. A six- 
month study by Jica on double-tracking in general is to start this 
month. 

Officials say that the earliest construction could start on the tracks 
is late 1990, giving a completion date of late 1992 or early 1993. 

While the source of capital expenditure for equipment such as 
rolling stock is the government, KTM in June opened an inland clear- 

ance depot (ICD) at Brickfields, in the heart 
of Kuala Lumpur, developed with a World 
2 Bank loan of M$10 million. Another nine or 
ã l0ICDs or road-rail interchanges are planned 
at strategic points. 

Traffic is fed between the Brickfields ICD 
and individual customers by road haulier 
Konsortium Pekapalan Berhad if a single, 
all-embracing tariff is desired, or by other 
road transport operators if the separate road 
and rail tariffs are not a concern tothe shipper. 

But at present, because of the track con- 
straints, KTM can manage only an average of 
80 TEUs a day between Port Klang and 
Sungei Way against a demand for about 200, 
and an average of 60 TEUs a day between 
Port Klang and Penang against a demand of 
about 150. 

Top priority for the other planned ICDs or 
interchanges is being given to Padang Besar, 
where southbound Thai cargo is consoli- 

dated for rail transport to ships 
at Penang or Port Klang, at Ipoh 
where two truck companies will 
assist KTM in developing door- 
to-door services via this strategic 
interchange, and at Johor Baru 
to serve the booming industrial 
area and port there. 

A further interchange will be 
developed in Singapore, where 
there is huge potential because 
of the railway station's site being 
dose to the Port of Singapore 
Authority's container wharves. 
However, expansion of services 
from Malaysia to Singapore to 
relieve heavy road traffic is a 
sensitive issue because of re- 
sentment in Malaysia at about 
30% of Malaysia's external trade 
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Union Insurance Society of Canton P.T. Maskapai Asuransi — Union Guardian Assurance 
Hong Kong, Philippines Far East, Indonesia Hong Kong (Life) 


MALAYSIA 





Guardian Royal Exchange (Asia) Royal Exchange Assurance Guardian Royal Exchange Assurance 
Hong Kong Pakistan, Japan (Malaysia) Sendirian Berhad 





Guardian Royal Exchange Assurance Union Insurance Society Guardian Assurance Company 
Singapore of Hong Kong Thailand 


We've been called many names in our time. 


The history of the Guardian Royal the 1960's resulted in what is today one of 


Exchange Assurance Group dates back more the world's largest insurance groups. 

than two centuries. Arising out of these international interests 
It began in London in 1720 with the GRE (Asia) was formed. Today the Group 

formation of Royal Exchange Assurance, and in Asia offers experience, stability and 

then in 1821 came the Guardian Assurance commitment to some of the world's most 

Company. rapidly expanding economies. 


Meanwhile, in 1835 the Union Insurance Guardian 
Society of Canton was formed in China and 
it also went on to establish a world-wide Royal Exchange 
insurance network. Assurance 

The merger of these three companies in A good name to insure with. 
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Canadien AirCargo 
The easy choice. 


Canadian Airlines International 





Ship by air from the Pacific Rim to virtually anywhere in Canada. 


We make it easy with more flights and more destinations in 
Canada than anyone else. Plus great European connections, too. 
Make the easy choice today. 


THE REVIEW 
OF 
ADVERTISERS 


The advertising car- 
ried in the Far Eastern 
Economic Review comes 
from every category: air- 
lines and hotels, banking 
and financial services, 
liquor and other luxury 
products, through to ship- 
ping, telecommunications, 
automotive, and many 
more. Last year alone, 
over 680 of the world’s 
leading companies chose 
the Review. 


With an average of 
over 40 pages of advertis- 
ing per issue and a total of 
2,273 pages throughout 
last year, the Review con- 
tinues to be compulsory 


reading for senior execu- 
tives conducting business 
in Asia, and a mainstay of 
any advertising schedule 
aimed at Asia’s elusive de- 
cision makers. 


The Review’s “Ad- 
vertisers 1988” contains 
samples from every com- 
paign carried for those 
companies who chose to 
promote their products 
and services to the highest 
concentration of influen- 
tial, affluent individuals 
in the region. 


If you would like a 
copy of this booklet, 
please write on your com- 
pany’s letterhead to: 


Mr Samuel Atlee 

General Manager — 
Marketing & Sales 

Far Eastern Economic Review 
GPO Box 160 

Hong Kong 
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sections is going ahead on a limited, piecemeal basis. Next year, KTM 
will receive 300 new container wagons worth more than US$15 mil- 
lion, but it has already calculated that it needs a further 200 to meet 
domestic demand. 

Also, the Indian Railway Construction Co. is rehabilitating 388 
km of track on the west coast, while three sectors on the east coast 
amounting to 298 km have been completed, and another 246 km on 
the east coast will be finished this year. Track rehabilitation contracts 
so far total M$199 million. 

If the various estimates for container demand are totalled, it 
would seem that KTM is at present carrying, only about two-thirds of 
today’s instantly available market, with prospects of far more to 





AUTOMATION 


Slowly, shippers 
cet their 
act together 


he spread of communications technology to the back offices 

i of almost every kind of business has given further impetus to 
that long-held wish of just about every manager: the truly 
paperless environment. The business of moving freight is an obvi- 
ous candidate, with its multiplicity of organisations involved, each 
requiring at least one piece of paper connected with each shipment. 

But though the industry's latest buzzword is EDI, for electronic 
data interchange, and though computers are gradually being used 
for voyage planning too, the elimination of shipping documents and 
manual calculations is proving difficult, and is likely to remain so for 
some years. 

One major problem has been lack of standardisation, both in the 
format of individual documents and in the application of computer 
technology to the problem, though much progress has been made 
over the past year or so through the UN. 

The pressure for change has come from within the industry, un- 
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come if only it could expand its capacity and start another sales cam- 
paign. 

Perhaps surprisingly, the container business is not the mainstay 
of KTM's business. The largest part of its revenue comes from pas- 
senger express train Services between Kuala Lumpur and Singapore 
and between Kuala Lumpur and Penang. But it is diversifying into 
more local, urban transport via its new railbus service in the major 
industrial Klang Valley area, which is now running as a pilot 
scheme. 

But for KTM to maintain its upward surge, it needs to expand — 
and so the pressure on the government to decide on the best method 
of disposal is mounting. = Michael Westlake 


derscored by a survey in 1975 by the International Air Transport As- 
sociation (IATA) which showed that airfreight spent only about 8% of 
its total journey time in the air. Most of the rest of the time wae spent 
awaiting clearance of documents. 

Also, according to IATA, one European carrier said an average of 
125 documents had to be completed for each cross-border shipment. 
Some 34% of total trip time was spent in export procedures, 8% in 
the air, and the remaining 58% was consumed by import formalities 
— half of this being wasted by awaiting customs clearance or collec- 
tion by the consignee. 

Such delays are obviously nonsensical in an industry whose avia- 
tion side is committed to high-value, time-sensitive cargo. And 
while the seaborne side of the business is obviously less time-sensi- 
tive, long delays at the dockside or in clearance warehouses again tie 
up resources in terms of land occupied by unnecessary storage space 
and investment tied up in wasteful inventory. 

Development of computer-based means of speeding up the pro- 
cess has been relatively slow. Individual airlines and shipping com- 
panies began by installing computers to keep track of their own in- 
ventories of seats or container slots available, and freight agencies 
began using desktop computers to help with accounting and cus- 
tomer records. 

But the vast majority of airlines' use of computers was driven by 
the need to service passenger markets. In this respect the airlines 
had a considerable advantage conferred on them by the use of the 
IATA standard ticket form, made possible because IATA runs the in- 
terline clearing house via which the accounting for multiple-airline 
trips is done. 

No such uniformity has been possible throughout the cargo in- 
dustry — until the UN decided that a wide range of competing 
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Loading air freight; computer data bank: lack of standardisation creating headaches. 
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software products might 
only add confusion if a 
common standard was 
not adopted. And while 
the adoption of the UN's 
EDI for Administration, 
Communications апа 
Transport (Edifact) is now 
steadily gaining ground, 
there is still enormous 
scope for further simplifi- 
cation of procedures. 

Some big strides have 
already been made. Early 
arrangements under 
which shipping lines 
wouldebe linked only to their major customers or agents only 
to customs departments, are gradually being discarded in favour 
of networks via which each can be linked to any other party 
at will. In this regard, something like Edifact was essential to 
avoid different versions of software being unable to "talk" to each 
other. 
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400 years of experience. 
Only Oakland has it. 


More than 400 years. That's how much time the 
Port of Oakland's marketing and customer service 
staff have spent in shipping. A total of 22 seasoned 
professionals, at the home office in California and at 
regional offices in the U.S., Asia and Europe. More 
than any other West Coast port. 

So the next time you have a shipping question— 
about sailing schedules, intermodal rail service, 
warehousing, whatever—call our offices in Asia. We 
can get you the answer, fast. 
Because we ve been in the 
business so long. 
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Peter K.P. Hall 
Representative 
Hong Kong 

H - 232342 


Kazumi Nagao 
Director, Far East 
Tokyo 
(03)284-6500 





Henry C. L. Lai 
Representative 
Taiwan, Taipei 
5428611 (20), 
5623141 (10) 


Pyung Sup, Chung 
Representative 
Korea, Seoul 
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Computerised planning: communication problems. 


In Asia, Singapore 
and Japan have led the 
way with systems de- 
signed to help with 
generating freight docu- 
ments, and Hongkong is 
studying an all-embrac- 
ing system which would 
even take care of pay- 
ments via computer. In 
Europe, Britain has taken 
the lead — and with the 


"Фә p beginnings of a united 


«2. Europe іп 1992, much of 
the present need for 
cross-border documenta- 
tion there will in any case disappear with time. If the US can be in- 
duced to follow suit via Edifact, the combined volume of trade in- 
volved will compel everyone else to fall into line or else be left out in 
the cold. 

Express freight companies already track their consignments from 
door to door, using hand-held terminals linked by radio to head-of- 


. fice computers to record pick-ups, deliveries and/or problems as 








they occur instead of waiting until the end of a driver's shift to up- 
date records manually. 

The same companies book their consignments on to individual 
flights and notify customs departments of the shipments via EDI, as 
well as alerting their own office or agent at the destination of the 
cargo's details and arrival time. 

By extension, ultimately it should be possible for a consigner to 
log on to a network via which all the cargo's details can be entered 
into one, all-purpose form on the screen. The software should then 
automatically generate its own internationally standardised confir- 
mation of booking, pick-up details, import/export declarations, cer- 
tificates of origin, waybills and/or bar-coding to be attached, debit 
notes, acknowledgment of payment, customs tariffs applicable — 


| and fire off the lot to the appropriate computers in all the agencies in- 


volved, including the mobile unit in the collection vehicle. 

Obviously, tariffs for carriage and for customs would vary 
— so there should be a healthy market for continuously updated on- 
line data banks. The technology to cope with all this has been in 
place for some years, and its applications are limited only by the im- 
aginations of potential users — and by those with a vested interest in 
continued waste of resources in administration, such as official 
bureaucracies. 

A harmonised customs classification system is already in wide 
use and can be fed electronically, thus at least theoretically allowing 


| manpower to be switched from collecting statistics to performing 


spot inspections of cargo. However, customs is an area in which 
bureaucratic fiefdoms wield great power, and thus is likely to resist 
technical progress which might cut into its staffing quotas — or in 


| some places, the prospects of personal enrichment. 





Voyage planning is another area in which data banks could be 
applied to update lists of port charges, navigation data and other 
items which at present involve telephone or telex messages to agents 
all over the world, or delving into pilot books. Although there are 
several software packages which assist in evaluating potential profits 
from trips, they again suffer from a lack of standardisation — and are 
likely to proliferate in the same way that every navigator tends to 
produce his own version of the "perfect" logbook. 

But with the UN involved, even though the pace of change via its 
various agencies tends to be only little more than glacial, because of 
the need for virtually unanimous agreement, there is at least a 
chance that standard formats for most documents can be achieved 
without too many years' delay. 

And with interactive software reducing the time taken for infor- 
mation exchanges from several days to a few seconds, the pos- 
sibilities for increases in efficiency are almost boundless. 

и Michael Westlake 
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Which cargo 
would you load first? 


NYK's proprietary vanning software gives the right answer right away. 


NYK's Optimum Vanning System graphically produces the most efficient 
vanning plans for various cargo sizes and weights in the containers of your 
choice. So you'll always know the perfect sequence for ideal loading. 

NYK clients can achieve close to 100% loading efficiency. And can expect 
to cut their shipping costs by 5%. And vanning time by about 80%. Container 
quantities are exact and the best package sizes can be precisely determined. 
Significant savings in time and money are assured. 

The Optimum Vanning System is only one of МҮК?” many |. 
advanced services providing truly better answers for our clients. $ 


Point-to-point total global services. 
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ll Head Office: Tokyo, Japan Tel. (03) 284-5151 Res. Reps.: Seoul: Tel. (2) 752-7755 Taipei: Tel. (2) 371-0304 Kaohsiung: Tel. (07) 531-2786 W Affiliates: Hong Kong: 
Tel. (5)8645100 Bangkok: Tel. (2) 236-8825 Singapore: Tel. 222-7742 W Agents: Port Klang: Tel. (03) 368-1315 Jakarta: Tel. (21) 320196 NYK Shipping Service (Thailand) 
Co., Ltd.: Tel. (2) 238-3695 ~ 9 Singapore: Tel. 222-4411 


MAXIMIZE YOUR GAINS IN 2 
1989 WITH ONE OF THE 
WISEST INVESTMENTS /  — 
YOU ARE LIKELY TO /^— 






MAKE ALL YEAR! 





If you are considering, or are now, investing in one 
or more of Asia's fast paced stockmarkets, a trial 
of ASIAN MARKETS MONITOR may prove to 
be your wisest investment in 1989, As everyone 
knows a major key to successful investing is having 
the right information at the right time, and that's 
what each issue of AMM delivers to its many read- 
ers each and every week. 


A no nonsense, straight from the shoulder weekly 
newsletter AMM will provide you with detailed 
market commentary, objective reports on sectoral 
developments and the reasons behind them, high- 
lights of results of large and medium sized com- 
panies, informed analysis and opinion and much, 
much more. 


Normally available for longer terms for a limited 
time only we are offering a trial to . . . 

ASIAN MARKETS MONITOR so that you can 
discover for yourself how very helpful AMM can 
be to you when it comes to making the right invest- 
ment decisions. 


AMM is written, complied and edited by 
specialists throughout the Asian region and pub- 
lished by a wholly owned subsidiary of Review 
Publishing Company Ltd., publisher of the Far 
Eastern Economic Review, Asia's most authorita- 
tive business/news publication. 


Because we are so confident that once you've 
sampled AMM for yourself, you will discover 
how valuable it can be to you in making invest- 
ment decisions, we are offering a 13 issue 
trial-period for only US$150. That amounts to 
US$11.54 per week, less than the price of a moder- 
ate lunch. 


Why not begin 1989 with your best investment foot 
forward by placing your trial order to AMM today. 
We firmly believe that you will begin benefitting 
from the very first issue. 










If for any reason after ordering AMM you wish to 
stop your trial subscription, you may do so at any 
time and receive a full refund of the unused por- 
tion of your payment. 


Order now while you are thinking about it and 
start receiving the kind of timely news and infor- 
mation you need to have about the Hong Kong, 
Singapore, Malaysian, Philippine, Thai and Ko- 
rean stockmarkets. You have everything to gain 
and nothing to lose. 


To order simply complete the coupon and send it 
along with the appropriate payment or completed 
charge card information. 


To: Publications Div., Dept. AMM, Review Publishing 
Company, Ltd., GPO Box 160, Hong Kong. 


O Yes! Please enter my 13 issue trial order to Asian Markets | 
Monitor immediately so that I can begin to benefit from the 
investment intelligence I will receive each week. 13 issues — 
US$150/£91/HK$1,170. | 


O I perfer to order for 52 issues — US$599/£363/HK $4,670. 
You may forward equivalent payment in any convertible cur- 
rency. 

O I enclose 


Review Publishing Company Ltd.) Or, please charge my 
credit card (tick one): 


in payment thereof (cheque payable to 


[1 American Express О Diners Club 
O MasterCard [] Visa 
Card. No 
Sig 
Name 
(please print in block letters) 
Address 
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Fasing of the 
rules to 








By Brian Robins in Tokyo 

ith moves by the Japanese Government to deregulate a 
W variety of business areas running into delays and difficul- 
ties, the trucking sector is one of the few where deregula- 
tion is moving fast. 

From 1990 most existing controls over the trucking industry 
are to be abolished — at least on paper — which should transform 
the present structure of the industry. Freight rate controls are slated 
to be virtually abolished, and most existing restrictions on the need 
for licences and limits on trucking routes will also be eased consider- 
ably. 

As a result, new entrants are expected, with the prospect that 
fewer government controls will enable better load factors to be 
achieved, which in turn will help cut overall freight bills. Whether 
this will actually occur remains to be seen, however. At the very 
least, competition within the trucking sector will become much more 
intense, though with the prospect of new v entrants and a rationalisa- 
tion among smaller groups, the present structure of the industry will 
change. | 
^ "Against this background, after a series of mergers, the shape of 
fapan's shipping industry has changed, with more developments to 
come with the agreement to use foreign nationals as part of the crew 
of Japanese-flag vessels. 

The main move to date was the merger between Yamashita 
Shinnihon and Japan Line, in a bid to put the combination, now call- 
ed Navix Line, on to a better financial and operational footing. In the 
process, Navix — one of the biggest domestic mergers in Japan — 
now has combined revenues of more than Y 170 billion (US$1.2 bil- 
lion) and has moved into the black, with fatter profits expected. 

In addition, final agreementis in hand for the financial restructur- 
ing of Sanko Steamships, which was buried under a massive debt 
load in 1985. 

The overall increase in the tempo of competition in Japan's trans- 
port sector also comes as signs that the privatisation and splitting up 
of the chronic loss-maker, Japan Railways, have paid off, with most 
of the operating companies now trading profitably. After refining | 
their operations over the past two years, the larger of the formerly 
state-owned railway groups are moving actively to diversify their 
operations into fields such as tourism. 

And, with direct implications for the trucking industry in particu- 
lar, there has been a complete overhaul of Japan Rail’s approach to 
freight, which has resulted in much greater innovation than was 
thought possible. A major television advertising campaign has been 
extolling the virtues of shifting containerised freight through Japan 
Rail, highlighting its inter-modal transport links. 

Rail is a cost-efficient competitor with road for long-distance | 
freighting in Japan, since it brings significant time savings, which 
translate directly into improved operating efficiencies. - 

The renewed sense of competition in the freight sector — com- 
bined with both better service and arguably lower costs — is a direct 
reflection of the impact of the move towards less pedites inter- 
vention. Here, the most ambitious blueprint involves the trucking 
sector. 

Japan's biggest trucking group is Nippon Express, with revenues 
of more than X 1 trillion in fiscal 1988, well ahead of its nearest rival, 
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Both companies. have grown. quickly, nanks in large part to tl 
surge in popularity of express home delivery в services, known as f 
kyubin. Growth has been sustained at better than 20% a year, thou 
it is now beginning to slow, with this year's growth pis to be 
around 1576. | 
In 1988, Nippon Express delivered : | 
homes as part of this service. Rival Yamato boasts the strongest mar Wt 
ket share in this part of the freight market with almost 40% of ће _ 
total. In 1988, its home deliveries reached 400 million units. v 
In a bid to maintain the rapid growth seen earlier this decade, as — 
well as to help ease the pressure on squeezed operating margins, — 
Yamato, followed by its competitors, has started highly successful __ 
refigerated home delivery systems, from chilled through to frozen uc 
products. E 
It is still unclear whether the cost of starting this service will help. 
feed through to a fatter bottom line. Yamato claims that in 1985, the. 
refigerated deliveries rose by 2.3 times to 20 million units — still only — 
a modest part of the total. E 
The success came hard on the heels of the popularity of a golf 
club delivery service (important in a country where it can take half à 
day to travel toa golf course), with annual deliveries running at more 
than 3 million units, while deliveries of ski equipment touched 1 mil- 
lion a year. 
Such rapid growth has seen intense competition — not only be- 
tween carriers, but with government agencies also getting into the 
act. The Ministry of Posts and Telecommunications' parcel delivery 
service has grown about 20% a year in the pe few dare tha tks ir 
part to its nationwide branch network. AEN CONT 
There have been two cuts in expres: s pare elde егу: chan "ET 
second being an average 28% жыра а. їп кор iat year: 
Concerned that the pou чеп was i getting too mac of the 
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SOFTWOOD | 
PRODUCTION FORESTS 
FOR SALE 


New Zealand Forestry Corporation Ltd on behalf of the New 
Zealand Government offers this unique opportunity to invest in 
well-established and well-managed softwood production forests. 

Approximately 100 blocks totalling 550,000 hectares are to 
offered. 

most of the crop has been intensively managed by pruning 

and thinning to achieve optimum growth and quality; 





> the principal species is the remarkably versatile radiata pine 
(90% of the area) and most of the remainder is Douglas Fir, 

> the forests are currently producing 5 million cubic metres 
annually, an output which will double in the next 10 to 15 
years; 

> opportunities exist for large scale integrated greenfield 


processing plants as well as smaller scale sawmilling and 
panel product manufacture. 
A sales prospectus will be available soon. Potential investors 
who have not registered their interest in the sales should contact: 
General Manager Asset Sales 
New Zealand Forestry Corporation 
P О Box 10-310, Wellington 
NEW ZEALAND | 
Phone: (04) 710-210 
Fax: (04) 499-1926 
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Trucking in Tokyo; Sanko Line ship: better outlook. 
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growth, private groups cut freight rates оп smaller parcels Бу some 
1576. 

While growth in this sector has slowed, it is still a healthy 1595, 
the fastest of any sector of the freight industry. By comparison, in 
1988, air freight rose by slightly better than 10%, with general freight 
rising by only around 3%. 

Given recent growth, which is set to continue, all the major 
players have pushed to lift their direct exposure to the international 
freight sector, which continues to experience buoyant volume 
growth. Nippon Express’ revenues from air freight rose by 10% in 
1988, while Yamato, which has tied up with United Parcel Service, is 
shooting for 50% growth this year, starting from a smaller base. Nip- 
pon Express generates one-third of its profits from air freight for- 
wardin 


B. 


nother large domestic group, Segawa Express Co., was origi- 
A nally tied up with Federal Express (Fedex) of the US to collect 


and deliver parcels domestically to be fed into Fedex's inter- 
national service. In 1988, Fedex bought control of a small trucker, 
Daisei Co., and has linked up since with Seibu Transport Co. for de- 
liveries of express freight within Japan. 

The rapid growth in the Japanese market spilled over into an in- 
ternational dispute during 1988 when Fedex was frustrated in its ef- 
forts to get a direct foot in the door. As a result of an earlier bilateral 
civil aviation agreement between Japan and the US, Fedex attempt- 
ed to launch a regular flight to Tokyo in mid-year, only to have 
Japan's Ministry of Transport seek to impose limits on its services. 

After considerable US pressure, the door finally swung open and 
the inaugural flight took place late last year. Fedex has consolidated 
its position in the air freight sector with its purchase of Flying Tigers 
in December, putting it in a strong position to profit from the con- 
tinuing buoyancy of Japan's air freight market. 

Apart from its acquisition of Daisai, stockmarket gossip has it that 
Fedex is also eyeing Yamato Transport. Even if this is true, few ex- 
pect a takeover — the feeling is that Fedex could be interested in tak- 
ing a small slice of Tamato's equity. 

Yamato is a prime recommendation of many Tokyo brokers, 
partly because of its potential as a merger/acquisition candidate. 
Market talk has it that Fedex may have been behind some of the re- 
cent buying in the company's shares, though no officials are making 
any comment. In response, Yamato has been seeking support from 
its main shareholders, trying to persuade them to soak up some of 
the surplus stock in the market. 

Direct access to the Japanese market by foreign groups gives 
them an entrée to one of the fastest-growing sectors of Japan's 
freight market. But the impending deregulation of the domestic 
trucking sector, from next April, means a reorganisation of the in- 
dustry — though its final shape may take some time to become ap- 
parent. 

The biggest change will come from the lifting of the barriers be- 
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tween the regional and "route," or long-distance, trucking groups, 
except for a handful of routes. This will strengthen the position of 
the regional groups, allowing them to broaden their operations with 
little extra outlay. And the long-distance operators will be able to 
make more efficient use of their equipment, perhaps also boosting 
load factors. 

According to an assessment by Nikko Securities Industrial Re- 
search Group, average load factor for regional groups is about 60%, 
compared with around 80% for the long-distance hauliers. If the re- 
gional operators can push their load factors up to 80% by more effi- 
cient use of a smaller fleet, this would allow a 25% saving in total 
capacity needed on the road, producing significant cost savings. 

"The removal of barriers between route and regional trucking 
will enable all companies to carry cargoes anywhere in Japan," the 
Nikko study argued. "This will serve as the foundation for a com- 
plete overhaul of Japan's distribution system. 

"Initially we expect a rush of newcomers into the market. How- 
ever, as competition heats up, we expect a shaking out of companies 
lacking sufficient financial and management resources. At present 
we are seeing a shift away from the use of privately owned trucks to- 
wards the use of trucking companies, especially where distribution 
volumes are strongly influenced by seasonal factors. 

"As was the case in the US, we see many of the 35,000 small- to 
medium-sized companies losing share as the larger companies with 
superior management and services dominate the market." 

The trend away from in-house transport in favour of contracting 
the work to bigger, outside companies with greater operating ef- 
ficiencies, has provided a major boost to the industry. But even so, 
the biggest growth has been registered by the long-distance 
hauliers, among which annual shipments have risen by a third since 
1980, while the comparable figure for regional concerns is 20%. 

For all of the big transport groups, barring industry leader Nip- 
pon Express, regional trucking brings in only a small portion of total 
revenues. Nippon Express, however, generates 70% of total truck- 
ing revenues on regional services. 

A key doubt at present, however, is whether the proposed legis- 
lation will make its way through the Diet according to the original 
schedule. The deregulation package has been before the Diet for 
some time, though it has been delayed by the continuing political 
ructions within Japan. 

Also, given the potential in deregulation for small groups to 
emerge as losers, the Japan Socialist Party (JSP), which has recently 
emerged as the major opposition grouping, is hostile to the move. 

According to Junko Ota of broker UBS-Phillips and Drew, the 
political factor makes the prospect of getting the package through 
the Diet negative at present. “The JSP is opposed due to the negative 
impact it will have on the smaller- and medium-sized companies. 
So, at the moment, we think its passage will be delayed, probably 
from being implemented next April for six months, or perhaps one 
year," he said. x 
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How come 


Is it your profit margin? Or is it lack of control? Does 





youre not 


your European operation in fact need a push in the right 
direction? 


satisfied 


Then consider the cost-efficiency of vour logistic opera- 






tions. And also a cheaper and more flexible distribution 
network 


business 


Concentrate in Rotterdam. It offers you up to 40% 
savings on your logistic costs, compared with shipping 
directly to national ports! It offers you access to Europe's 
most sophisticated cargo handling and distribution net- 
work! And, it puts vou in control again! 

Because in Rotterdam you save on transport costs 
by shipping through Europe's best equipped port. 

Because Rotterdam is where Europe begins. 
From Rotterdam vou can get any cargo virtually anywhere 
in Europe within 24 hours. By road. By rail. By river Rhine 
barge. Or by sea feeder line 

jecause in Rotterdam you store and process your 
commodities right in the centre of your European market. 
In your own or in a contracted distribution warehouse. 

Because in Rotterdam you have a wide choice ol 
physical distribution specialists who can handle vour entire 
job. From factory to ultimate customer 

In fact, the Port of Rotterdam offers you a variety 
of facilities so complete, other ports can only dream of 
them. The Port of Rotterdam is an environment of perfect 
partnership 

Where over 700 competitive service specialists 
offer vou one-stop shopping. 


To better serve your European customers. To improve your 








The Port of Rotterdam, External and Commercial 
\ffairs Department, P.O. Box 6622, NL 3002 AP 
Rotterdam, The Netherlands. Tel. Int. 31-104894120. 
Telefax Int. 31-104778240. Telex 23077. 


Port of Rotterdam. 
Part of your business. 





"I sure intend to find out". 





Privatisation 
runs foul 
of politics 


By Rigoberto Tiglao in Manila 


he privatisation of the Manila International Container Termi- 

| ®nal (MICT) — the cutting edge of the Port of Manila's efforts to 

regain its long-lost pre-war status as one of Asia’s premier 

ports — has reflected how political-power plays here can affect cru- 
cial economic programmes. 

As soon as the privatisation programme got under way in 1987, 
politically as well as economically powerful groups — such as the 
Lopez family and and business groups linked with middle-class 
anti-Ferdinand Marcos protest 
organisations — moved to cap- 
ture the plum contract to oper- 
ate the terminal. 

When the Philippine Ports 
Authority (PPA) in October 1987 
ruled that the three-company Cargo 
consortium International Con- Y 
tainer Terminal Services Inc. 
(ICTS!) had won the right to op- 
erate and develop the port, the 
arena quickly shifted to Con- 
gress, with politicians initially alleging that there were anomalies in 
the contract, and later claiming that Congress had the constitutional 
authority to first approve the franchise. 

The issue was one of the first which ranged President Corazon 
Aquino against the House of Representatives, with Aquino finally, 
after 10 months, ordering the implementation of the contract. Sev- 
eral of the politicians, however, were unfazed and an opposition 
congressman took the case to the Supreme Court, which issued a 
final ruling only last month upholding the contract. 

The delay in the privatisation of the container port, according to 
Manila Port District manager Juan Sta. Ana, was not without cost. 
"We had expected that the port could get the spillover in cargo traffic 
through Singapore and Kaohsiung in the first semester of 1988," he 
noted. The PPA had earlier noted that its projected revenue last year 
from the MICT was off 57% 
because of the delay inthe E^ 
implementation of the con- #8 
tract, which was originally 
anticipated to start on 1 Jan- 
uary, but which began on 
12 July last year. 

A year into the full-blast 
operations of кты — 
46.75% owned by the local 
stevedoring firm E. Razon 
Inc., 46.75% by the Soriano 
group's Ancor Container 
Corp., and 6.5% by the 
Hongkong-based Sea- 
Land Orient Ltd — the 
privatisation idea is paying 
off. 

Transportation and 


Communications Secretary 


Manila movements 


74 FAR EASTERN ECONOMIC REVIEW 


Shipcalls á 365.0 3960 4240 5250 8310 








Manila dockside: contract dispute. 


Rainerio Reyes says that average turnaround time for container ves- 
sels using the MICT has been reduced from 48 hours in 1987 to the 
present 19 hours. "The edge of a private enterprise is especially cru- 
cial here, since it is not weighed down by bureaucratic and auditing 
burdens that could delay, for example, the repair of equipment," 
Sta. Ana points out. 

Data on traffic at the MICT reflects advances in the port's opera- 
tions. Estimating from first semester 1989 figures, shipcalls for 1989 
are projected to rise 58% from the 1988 level to 831; container traffic 
by 48.75% to 300,151 20-ft equivalent units (TEUs); cargo tonnage by 
41% to 2.2 million tonnes. 

The consortium's commitments to the government under the 
contract, particularly the fee structure (US$7-8 million annually from 
1988-92, rising to US$21 million by 2021), is a built-in pressure for the 
contractor to increase port traffic, port district manager Sta. Ana 
notes. "They're sending their marketing people to shipping centres 
in the US to convince shippers to use the MICT,” he explains, “a mar- 
keting campaign that government would not have been able to un- 
dertake." 

The Manila government's ambitious plan is to develop the MICT 
as a transhipment port, not an unrealistic programme because of the 
geographical position of Manila in the Pacific. ІСТЅГѕ contract itself 
specifies commitments of annual transhipment volume: from 7,800 
TEUS this year, throughput is 
expected to jump to 31,200 next 
year and gradually rise to 
120,120 by the year 2000, and 
260,000 by 2012. The port ex- 
pects the 1,500-2,800 TEU ves- 
sels to incease their calls at the 
MICT to make it a major South- 
east Asian transhipment centre. 

Equipment buildup at the 
port is being accelerated by 
ICTSI, according to Manila port 
officials. Two of the old Liebherr container shore cranes were com- 
pletely overhauled and a third one costing US$4 million was instal- 
led in April. A fourth one, required under the contract to be installed 
by 1992, will be installed a year earlier. In its first year, ICTS! added to 
the port's cargo handling facilities eight Valmet straddle carriers, 52 
forklifts, 19 tractors and 24 skeletal carriers. The 262 million (US$2.8 
million) computerisation programme for port operations was started 
early this year. 

ICTSI's operations have attracted the interest of other foreign in- 
vestors, with the firm itself keen to sell 18.5% of its stock to raise 
funds for expansion. The World Bank subsidiary International Fi- 
nance Corp. has reportedly offered to buy a 10% equity in the con- 
sortium, while the Bermuda-based Philippine Long Term Equity 
Fund, managed by Anscor Capital and Investment Corp., is plan- 
ning to acquire an 8.5% 
stake. 

With the apparent suc- 
cess of the privatisation of 
the міст, Manila port au- 
thorities are keen to extend 
the idea to their other deve- 
lopment plans. Construc- 
tion of the South Harbour's 
modernised container yards 
will be undertaken mostly 
through a build, operate 
and transfer scheme, ac- 
cording to Reyes. The first 
phase for the programme 
has been started, and would 
involve 6 ha of the port's 
run-down area, with Atlan- 
tic Gulf and Pacific under- 
taking the construction. m 
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ONE GIANT STEP 


|, 1969, man took his first tentative steps on the moon. Half a million 
»ple spent three days in the mud and rain at a small town called Woodstock 
I three men decided to form the world's first air express company. DHI 

Today, twenty years later, talk of Neil Armstrong and Woodstock is 
ifined to after-dinner conversations and games of trivia. While DHL has 
wn to become the world's number one international air express company 


A company which today has over 20,000 dedicated professionals 











worldwide. a thousand offices in 180 countries and some of the world's most 


sophisticated tracking and tracing technology available 

All dedicated to you and your business. Ensuring that every package 
vou send leaves your hands on time and arrives at its destination safely and 
soundly. And guaranteed on time 

Twenty years later, DHL is still taking giant steps. And because we have 


our sights firmly set on the future, you simply couldn t express it better 
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WORLOWIDE EXPRESS * 
YOU COULDN'T EXPRESS IT BETTER 


HERE'S A VEHICLE FOR IMPASSABLE ROADS 
AND IMPOSSIBLE OPERATION CONDITIONS 


In circumstances like these, what you really need is a robust and durable con- 
struction, a heavy-duty engine and easy control. All this you will find in the 





E A high cross-country capability owing їо the 
negotiated gradient of 40°, large clearance 
(365mm), heavy-duty low-smoking diesel 
engine, wide tyres with pressure control from 
the driver’s cabin. 


* The self-blocking centre differential rigidly 
link the front drive axle and the rear carriage. 


* The brake system conforms to the approved 
European standards. 


* High speed. 
= Adouble-stage air filter. 


* The cabin has a functional and comfortable 
design. It is built in two versions: one is com- 
mon and the other has room for a sleeping 


herth 


KamAZ-4310. 


The KamAZ-4310 is easy to maintain owing to 
easy access to all parts and assemblies. 
Mass of fully equipped vehicle, kg 
Carrying capacity, kg 
Full permissible mass, kg 

distributed: on the front axle, kg 

on the rear carriage, kg 

Permissible mass of towed trailed: 

— on Soil roads, kg 

— on hard-cover roads, kg 10,000 
Engine power, kW (h.p.) 152 (210) 
Maximum speed, km/h 85 


SRRVTOEXPORT 


V/O AVTOEXPORT 
B, ul. Marksa-Engelsa, 119902, Moscow, USSR. 
Tel. 202-85-35; 202-83-37 Telex411135 


9,000 
6,000 
15,000 
4,900 
10,100 


7,000 
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HONGKONG 


The territory's pro- China Left has been ripped apart by the crackdown 


The purge next door 





By K. H. Lau in Hongkong 


n the early hours of 15 July, the deputy 

director of the Xinhua newsagency 

marched into the newsroom of the 

communist party's organ, Wen Wei Po, 
and announced that the publisher had been 
dismissed. The services of the 78-year-old Li 
Zi-song, who for 40 years ran Wen Wei Po, 
were no longer needed, was the Xinhua offi- 
cial's pronouncement to the small but stun- 
ned gathering. 

Li's dismissal, accomplished by reactivat- 
ing a two-year-old letter of resignation, 
brought China's purge to Hongkong. It 
brought into the open the undeniable fact 
that there was mutiny in the ranks of the 
pro-China, leftwing organisations in Hong- 
kong, with Li as one of the leading figures. It 
also proved that Hongkong Chinese, no 
matter how loyal they had been to China's 
interests in the past, are not immune from 
the purge of those who opposed the 
Chinese Government's quash- 
ing of the student movement. 

Since the Peking massacre, 
and especially since the sacking 
of Li, Hongkong's Left has 
been ripped apart, with many 
of its stalwarts fleeing and 
many of its organisations in a 
state of crisis. The number of 
pro-China leftists in Hongkong 
had grown tremendously in re- 
cent years and can boast among 
their numbers bankers, bud- 
ding politicians, journalists and 
intellectuals. 

Ever since Deng Xiaoping's open door 
policy, the mainland's representatives in 
Hongkong had found many eager local re- 
cruits, including former student activists dri- 
ven by a sense of patriotism. Recruitment 
had been so successful that many mainland 
offices in Hongkong are staffed by locals, 
even at the senior level. 

Then came the crackdown. Hongkong’s 
pro-China faction had been among the fier- 
cest of those condemning Peking. There has 
been an exodus of leftists, especially intellec- 
tuals. And many Hongkong leftists say the 
exodus is far from over. A number of Hong- 
kong Chinese who work for mainland of- 
fices here have decided to quit their jobs as 
soon as they can find a convenient pretext 
for doing so. 

At the same time, Hongkong’s leftwing 
organisations are being undermined by the 


7 SEPTEMBER 1989 


communist party’s continuing purge. Since 
it is not possible to express views that run 
counter to the party line, especially on what 
has been dubbed the June turmoil, both 
mainland and Hongkong Chinese who 
work for Chinese organisations say there is 
much buried bitterness and resentment. 

Following the 4 June massacre, Hong- 
kong’s pro-China sector was given guide- 
lines from Peking on how to deal with those 
who expressed support for the students. 
First, they were told, there would be no gen- 
eral reprisals for taking part in anti-govern- 
ment demonstrations since many people 
participated “due to lack of information.” 
But everything, according to Peking policy, 
had returned to normal by 9 June, the date 
Deng congratulated the military for a job 
well done. Therefore, from that date all 
leftwing organisations were expected to up- 
hold government directives. 

The guidelines also stated that those 
senior staff responsible for personnel and or- 





Leftists went to the Hongkong demos, too. 


ganisation (almost without exception these 
people are party members sent to Hong- 
kong to exercise control over their own staff) 
may have to be removed in view of their 
negligence in terms of the ideological educa- 
tion of their staff, especially staff from the 
mainland. 

The rift between Peking and Hongkong 
leftists first apparent at Wen Wei Po has 
spread to every pro-China or Chinese 
organisation in Hongkong. For example, 
a large number of staff at Xinhua were 
vocal, active supporters of the students 
in April and May. Those who took part in 
the massive pro-democracy demonstrations 
in Hongkong in late May have not been 
removed from office yet, but they are 
no longer invited to attend important 
meetings in which policy is discussed. 
Several senior local staff members are ex- 
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pected to quit as soon as they can manage it. 

There were three Xinhua staffers who 
played an active role in the Hongkong 
demonstrations: Xu Haining, a junior staff 
member who first defected to Britain only to 
return to China because he was worried 
about his mother; He Mingxi, a senior staff 
member who announced his withdrawal 
from the communist party; and Huang 
Wenfang, another senior staff member 
who helped organise the anti-government 
demonstrations. These three employees 
have caused Xinhua a great deal of embar- 
rassment in China, and senior Xinhua offi- 
cials are said to be working hard to over- 
come any lingering doubts about the politi- 
cal reliability of the Hongkong office. 

At China's Hongkong office of the Joint 
Liaison Group (JLG), a body made up of 
Chinese and British representatives to 
discuss Hongkong's retum to Chinese 
sovereignty in 1997, at least one Hongkong 
Chinese employee has submitted an appli- 
cation for long-term leave. 
Members of the JLG are said to 
be anxious that Peking will re- 
quire them to adopt a harsher 
stance towards their British 
counterparts, particularly since 
the Chinese Government has 
attacked the Hongkong Gov- 
ernment on two fronts. Hong- 
kong has provoked Peking's ire 
first for tolerating Hongkong 
groups that support the pro- 
democracy movement in exile, 
and secondly for raising the 
question of whether the 
People's Liberation Army should be allowed 
to be stationed in Hongkong after 1997. 


SLIYM NAYOuYO 


erhaps the most visible fallout of 

the crackdown has occurred in 

what is loosely referred to as the 

leftwing cultural sector, which in- 
cludes propaganda organs such as news- 
papers. The most dramatic display of Pe- 
king’s refusal to allow opposition, of course, 
was the heavy-handed way in which 
Chinese control was re-exerted over Wen 
Wei Po when Li, the newspaper's director, 
was dismissed. This showdown between Li 
and the hardliners who emerged in Peking 
was expected because Li refused to back 
down from his accusations that the Peking 
regime had carried out a massacre. Li's dis- 
missal sparked the resignation of about 25 
members of the newspaper's staff, includ- 
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ing some of the newspaper's senior editors. 

Observers do not interpret Li's dismissal 
as a sign that there will be a general purge in 
Hongkong's leftwing organisations. Wen 
Wei Po was a unique case, they say, because 
of its influence and ability to control the 
spread of information. As a newspaper it 
must continue to print articles about China, 
and Peking could not tolerate a party organ 
that was not spreading the party line. Wen 
Wei Po's opposition was especially intolera- 
ble because it is sold on the mainland and 
had become a crucial alternative to the offi- 
cial version of what was happening in 
Tiananmen Square. 

In the realm of business, no arm of the 
Chinese Government felt the scorn of Hong- 
kong residents more than the Bank of China 
group. Loss of deposits in the first two days 
after the massacre amounted to HK$8-12 bil- 
lion (US$1.03-1.54 billion), according to dif- 
fering estimates. Most of the funds went to 
other Hongkong banks, but some foreign 
banks also received a windfall in deposits. 

So far, none of the bank's staff have been 
punished for taking part in demonstrations, 
though at least one top banker intends to 
apply for long-term leave. And it is consi- 


dered likely the head of personnel will be 
held responsible for failing to tend to the 
ideological education of staff. 

Another major mainland business group 
in Hongkong, China Resources, did not be- 
come a target for the wrath of Hongkong re- 
sidents. Its staff was even more active than 
the bank's employees in supporting the stu- 
dents, and the group was the most virulent 
of all Chinese enterprises in its reaction to 
the events of 4 June. Over 3,000 employees 
took out a two-page newspaper advertise- 
ment condemning the Peking massacre. 

One of China Resources' subsidiaries, 
the 30%-owned retail clothing chain Gior- 
dano, was one of the most prominent 
among businesses in funding and aiding 
the anti-government demonstrations. Gior- 
dano, for instance, printed the 23,000 T- 
shirts worn by volunteers who managed the 
crowds during the demonstrations. It also 
launched the series of T-shirts bearing the 
faces of such student leaders as Wu'er Kaixi, 
Chai Ling and Wang Dan. Jimmy Lai, the 
head of Giordano and a Hongkong Chinese, 
is said to have written a letter to the head of 
China Resources claiming responsibility for 
his company's actions in the hope of sparing 





AUSTRALIA 


Political rocker and his band hit the campaign trail 


Green suede shoes 


By Jonathan Friedland in Sydney 


tall rock and roller with a shaven 
A head, marionette gait and a howling 

voice, Peter Garrett makes an un- 
likely Australian political power broker. But 
as lead singer of one of the country’s best 
known and most militant rock bands, Mid- 
night Oil, and the newly elected president 
of the powerful Australian Conservation 
Foundation (ACF), Garrett will play a pivotal 
role in upcoming federal elections. 

A rambunctious outsider of a senate can- 
didate himself in the 1984 national elections, 
Garrett narrowly lost as the New South 
Wales standard bearer for the Nuclear Disar- 
mament Party. This time, says the rabble- 
rousing 36-year-old ex-hippie surfer, he will 
not be a candidate in the election expected 
early next year. 

Instead, he will hit the road with the Oils, 
as they are commonly known, bringing his 
near spastic stage dance and clenched fist 
leftwing lyrics to the show palaces of Austra- 
lia’s big cities. These concerts — ear-splitting 
decibels, coloured smoke, flashing lights 
and all — like everything else Garrett does, 
are designed to work towards the hazy al- 
truistic end of making Australia a better, 
cleaner, more humane place to live. 
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A master of rock and roll tactics. 


This time out, the Oils will be carrying 
the Green banner. Garrett will brandish his 
microphone on behalf of political candidates 
with strong pro-environment positions. He 
will urge insurrection, a “consciousness rev- 
olution” on behalf of Australia’s forests and 
streams. He will embarrass uncooperative 
politicians, And he will have fun, dancing 
up a storm under the lights. Garrett's influ- 
ence over Australia’s under-30 voters, who 
make up almost a quarter of the electorate, 
will be formidable. 

Garrett is an anomaly among Australian 
popular performers, few of whom have 
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China Resources from any future purge. 

Apart from mainland business enter- 
prises in Hongkong, China holds sway over 
an array of unions and other leftwing mass 
organisations. Rifts have erupted in all of 
them over what attitude they should adopt 
towards the regime in Peking. The Federa- 
tion of Hongkong Trade Unions and the 
Federation of Teachers, for instance, were 
both extremely influential in planning and 
arranging the demonstrations. 

However, both these leftwing unions an- 
nounced their withdrawal from the Hong- 
kong Alliance for the Support of the Patriotic 
Democratic Movement in China just several 
days before Peking blasted the organisation 
as being counter-revolutionary. Their timely 
withdrawal has been taken by many in- 
formed observers as evidence that these 
unions have decided to return to the party 
line. In fact, these two organisations have re- 
leased statements supporting the "healthy 
elements" within the communist party in 
China. Chinese control of leftist Hongkong 
has been re-established. LI 


K. H. Lau is a pseudonym for a former employee 
of a leftwing organisation in Hongkong. 


shown any interest in national politics. A 
qualified attorney, Garrett has for several 
years articulately hammered away at the 
need to preserve Australia's environment. 
He has damned the White majority for ruin- 
ing aboriginal culture. He has been noisy as 
hell everytime a nuclear warship comes any- 
where close to the southland. 

Like the Irish singer Bob Geldof, who in 
1984 spearheaded a well-publicised drive 
against hunger in Africa, Garrett is known 
as much for being an activist as for being an 
entertainer. What sets him apart from "Saint 
Bob," though, is that Garrett is no saint. He 
might be good natured, but he also is com- 
mitted agitator, and some suspect, he has an 
eye on future political power. 

Garrett likes to deny this — despite the 
longshot 1984 senate run — claiming that he 
prefers to be a critic from the outside looking 
in. But his election to the presidency of the 
well-established ACF is a full step into Aus- 
tralia's political mainstream. The rebel Gar- 
rett, friendly, self-deprecating and disarm- 
ing in conversation like any good politician, 
could switch horses for Canberra at any 
time. One day, he probably will. 

The five-member Midnight Oil has al- 
ways mixed radical politics with its twin- 
guitar, big beat sound. Formed in 1977 
by Garrett and two other University of New 
South Wales graduates, the band has over 
the past 12 years released six albums and 
achieved mainstream commercial legiti- 
macy. But unlike the handful of other, glob- 
ally successful Australian bands such as 
Men at Work and INXS, the Oils are alone in 
lyrically ignoring sex, sun and fun. 

The band's 1981 album "Place Without a 
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The Swire Group M4 


At Cathay Pacific Cargo we like to think we 
take good care of everything we carry. 

But there has been cargo which put even 
our high standards to the test. 

The Xian Warriors for instance. These 
famous terracotta figures are fragile and 
irreplaceable. So transporting them from China 


to Melbourne for an exhibition was a daunting 


responsibility. 





This was our plan of attack. 


ALL OUR PASSENGERS ARE VALUABLE. 
SOME ARE PRICELESS. Having been painstakingly wrapped in 


several layers of protective wadding, the statues 
were carefully packed in wooden crates and loaded 
onto the plane. 

In addition, to make absolutely sure there'd 
be no casualties, the warriors had their own 
guardians in the form of several Chinese curators. 

These stringent safety measures ensured 
that all six statues arrived in exactly the same 
shape as they left. 

You can't be too careful when you're 
transporting a piece of a nation's heritage. 

Which is presumably why Cathay Pacific 


was chosen in the first place. 


CATHAY PACIFIC 4 


CARGO. 








ARRIVES IN BETTER SHAPE 
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Postcard" focused on Sydney's materialistic, 
unthinking petty bourgeoisie, calling up the 
ghost of Australian outlaw Ned Kelly to rid 
the land of real estate developers and pic- 
ture-taking tourists. The album “10,9,8,7,6 
...” released in 1983, and 1985's "Red Sails 
in the Sunset," took aim at Australia's role in 
the ANZUS military alliance, warning bitterly 
of the dangers of nudear ship visits. The 
cover of "Red Sails" illustrated Garrett's 
fears; it depicts Sydney devastated by ther- 
monuclear holocaust, the famous opera 
house lying aside a parched crater. 

Last years triumphant "Diesel and 
Dust" album represented a kind of apogee 
of the Midnight Oil formula. It made impas- 
sione@ and educational top-40 material out 
of the plight of the aboriginals and the 
destruction of their traditional lands. The 
album was a huge commercial break- 
through for the band, going platinum in the 
US and Western Europe as well as Australia. 


soundtrack for aboriginal activists pres- 

sing their claims during Australia's 1988 
bicentennial frenzy of self-congratulation. 
The Oils in 1987 were the first White band 
to tour aboriginal settlements in the 
Outback, donating most of the proceeds 
of the tour towards community deve- 
lopment. There, in the dusty Australian 
middle, Garrett sang about Jimmy Shar- 
man's boxers, natives who long ago pitifully 
entertained the White settlers by fighting 
kangaroos. 

The Oils, no money bags originally, are 
now treating their favourite causes to the 
fruits of their success. The band has pro- 
vided A$50,000 (US$37,900) over the past 
few months to a campaign to save the 
forests of New South Wales and to prevent 
the transfer of a naval base to pristine lands 
at Jarvis Bay, south of Sydney. At the forest 
down near Eden, Garrett joined protesters 
spending night after night in the trees to pre- 
vent them being chopped down. 

Garrett likes direct action as a means of 
getting a message across. This is a major 
reason why he was chosen in July to lead the 
ACF. Past presidents have been of the stuffier 
sort, including the Duke of Edinburgh and a 
former premier of South Australia. Garrett, 
the ACF board hopes, will add some life — 
and some political strength — to the slightly 
musty environmental movement. 

"Between 5% and 15% of voters, de- 
pending on what time of day it is, will make 
their stance on environmental issues in the 
next election," said Garrett, clad in his 
skinhead garb of T-shirt, jeans and boots in a 
studio where the Oils are recording their 
seventh album. Rock and roll tactics worked 
before, says Garrett, elevating the ship visits 
and nuclear testing to potent political issues 
that almost split the Labour Party. No doubt 
rock and roll will work again as the 
campaign begins in earnest and as the Oils 
kick up their heels on the concertcircuit. m 


Г also provided a poignant, anthemic 


Letter from East Timor 


Earlier this year, the 
new sports stadium 
in East Timor's capi- 
tal city of Dili was 
witness to an un- 
usual event: an all- 
star soccer team 
from Darwin, Aus- 
tralia lined up against Dili’s finest. Un- 
usual because until January East Timor had 
been virtually sealed off from the outside 
world as a seemingly endless civil war 
played itself out in the island's eastern 
hills. 


ASTA 





The game was one of the many signs of 
hope now surfacing in the ravaged former 
Portuguese colony. Indonesian troops in- 
vaded in late 1975. Since then, thousands 
have died in the hit-and-run warfare be- 
tween soldiers and the remnants of 
separatist movements. Tens of thousands 
more have starved to death or fled to other 
countries. 

The inhabitants of Indonesia's 27th and 
youngest province have for years been pre- 
vented even from travelling outside their 
hometowns. But now most travel restric- 
tions have been lifted, former guerillas do 
business with soldiers, and life is slowly re- 
turning to normal. It is a fragile change — 
certainly a great deal of healing is still 
needed — but a visitor quickly senses that, 
for the Timorese, the future looks brighter 
now than it has done for a long time. 

On 1 January, the veil over East Timor 
was unexpectedly lifted: "A Christmas pre- 
sent to the Timorese," in the words of In- 
donesian Home Affairs Minister Rudini. Inn- 
keepers in Dili say one or two foreigners 
have filtered in each day on the one-a-day 
Garuda flight and they are hoping for many 
more in the future. 

However far-fetched it might seem, gov- 
ernment officials are now banking on tour- 
ism to bring in badly needed revenue. The 
first task will be getting the word out that 
visitors are welcome or at least tolerated. 
The mostly Catholic province will get a free 
shot of international publicity in October 
when the pope is scheduled to visit. 

Dili, a charming port town on the north 
coast, has a deceptively sleepy air to it. 
In a dusty courtyard to the east of Dili, 
hundreds of men and boys gather every af- 
ternoon for some high-stakes cockfighting. 
It costs Rps 1,000 (60 US cents) to get in and 
watch but once inside much more than that 
changes hands. It is still common to hear 
Portuguese on the streets. The Portuguese 
heritage is still easily discernible in the food: 
hearty red wine and authentic Portuguese 
olive oil. 

On leaving Dili, it becomes apparent just 
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how much has to be done before Timor can 
become a tourist stomping ground. Getting 
about is time-consuming and, especially up 
into the mountains, tough going. A five- 
hour bus ride to Baucau, a famous beach re- 
sort in Portuguese times, passes through 
five separate police checkpoints where iden- 
tity cards and passports are scrupulously 
examined 


Buses pass through two more check- 
points from Baucau south to Viqueque 
where the road ends. There are no usable 
roads along the south coast so all cross-is- 
land traffic must be routed through Dili, a 
lengthy and often jarring detour. There are 
no buses at night — à precaution against ad- 
venturous rebels, villagers say — and ac- 
commodations and restaurants are few. 

In Baucau, the once popular Flamboyant 
Hotel has been taken over by the military 
and is in dire need of repair: windows are 
missing, fans do not work and the bath- 
rooms have seen better days. The hotel res- 
taurant has long since closed down, giving 
the bus station restaurant a corner on what 
is a very slim market. 

The more serious obstacle to tourism, 
and indeed commerce of any kind, would 
seem to be the 14,000 troops that the govern- 
ment acknowledges are stil in Timor. 
Armed soldiers often hitch rides on public 
buses and the military presence hangs 
heavy, especialy in the eastern areas. Vis- 
itors must report to the police on arrival at 
every destination and divulge travel plans. 
When soldiers are within hearing distance 
the Timorese shy away from speaking to for- 
eigners: they say that such contact may lead 
to later questioning by the military police. 

Government officials in Dili say there are 
no more than 200 armed guerillas still holed 
up in the hills and, while other sources put 
the number slightly higher, it appears the re- 
maining security threat is virtually nil. Villa- 
gers in outlying areas claim the rebels raid 
their towns from time to time for food and 
medicine but there is a general sense that by 
now the rebels are fighting for nothing more 
glamorous than survival. 

"The guerillas still have some support 
from the people, otherwise they couldn't 
survive at all," said one Timorese merchant 
in Baucau. "But just about everybody has ac- 
cepted that there is no choice but integration 
[with Indonesia]." He is not alone in think- 
ing that real integration could only come 
about after the soldiers are withdrawn. 

For now the Timorese are pleased to be 
able to move about their land unhindered. 
As for the boys from Darwin, all Timorese 
refugees except for the goalie, they fought to 
a 2-2 standstill against the home team. 

п Adam Schwarz 
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‹ э; {= THIRD lb COVERED BY 
LAND, TWO THIRDS BY WATER, 
AND ALL OF IT BY CIGNA. 


The world’s a big place. 196,951,000 square 
miles to be exact. 

And if you're an international business buying 
insurance country by country, it can seem even 
bigger. 

Dealing with other customs, policies and pecu- 
liarities can be more than just complicated. 

It can leave you unsure of your coverage. If not 
completely uncovered. 

Thus the need for comprehensive global cov- 
erage. The kind of coverage that the CIGNA 
companies can provide. 

As a truly global organization, CIGNA companies 
offer a wide range of property and casualty 
insurance all around the world. On both land and 
water, With local operations in nearly 80 countries, 
led by experienced representatives who know 


f 


local customs inside and out. 

Our global coverage can also help eliminate 
overlapping policies and gaps in protection. 

What's more, we have a network of loss control 
specialists to help you prevent accidents. 

As well as a worldwide claims-handling system 
that can process claims quickly should any 
accidents OCCU. 

And with over 48,000 employees worldwide 
and almost 200 years of global experience, few 
companies can match our strength. 

To learn more about our worldwide property 
and casualty coverages, write CIGNA Companies, 


Dept. R8, 1600 Arch Street, CIGNA 
Philadelphia, PA 19103. 

And find out just how small CIGNA 

j ee, 


the world can be. 
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Travels with my angst 


The Male Journey in Japanese Prints 


by Roger Keyes. University of California Press, 
Berkeley. US$45. 


I suppose it had to come sooner or later, 
after decades of "Women's Studies," 
“Women’s Films,” “Women’s Groups,” and 
so on — "Men's Studies," “Men's 
Groups," "Men's . . . whatever." But I must 
say, the idea of men huddled together all 
over*the Western world, discussing such 
men's subjects as, in the words of the author 
of the book at hand, "my notion of what 
men are and what as a man I could, ought, 
or had to be," is a melancholy one. 

And what, in Heaven's name, can the 
problems of these wounded men's souls 
possibly have to do with Japanese prints? 
Well, anything can be made to fit, even 
men’s problems and the Japanese print. 

The Preface explains everything: “As 1 
studied the prints, І saw more and more 
connections between the Japanese images of 
men and the challenges we men face today. 
I saw the book as an opportunity to share 
some of my discoveries with others." 

The bit about sharing is of course the 
giveaway: California, probably Northern 
California. I turned to the cover blurb to find 
out where the author resides: "Roger Keyes 
is currently using the experience he has 
gained from his twenty-five-year study of Ja- 
panese prints to explore alternative sources 
for men's spiritual and psychological deve- 
lopment." Definitely Northern California. 

But let us turn to the prints. Why Japan- 
ese prints: because, like Kabuki, they ad- 
dress "the deepest levels of being." The 
print artists, especially those of the 18th cen- 
tury, "created images that were congruent 
with their own deepest experience." And 
the world they depicted, the so-called Float- 
ing World of brothels, tea-houses, Kabuki 
theatres and local festivals, in its splendid 
isolation from the corrupting West, was a 
world of " Acceptance." 

How unlike today, this accepting 18th- 
century Floating World, for: "How many 
people do we know today whose lives are 
fulfilled, who are contented and at peace 
with themselves?" But there is hope. For 
through the relationship between us, who 
look at the Japanese prints, and the artists 
. . . but no, let Keyes speak for himself: “The 
process of going back and forth between ex- 
perience and picture . . . and to accept the 
wisdom of the absent other, makes it possi- 
ble to integrate another person's experience 
with one's own. . . Itis through this relation- 
ship that messages of hope and healing can 
come to us." 

This approach to Japanese prints raises 
some questions. To begin with the most ob- 


vious one: why is it that people who have 
the full benefit of the wealthiest, freest, most 
technologically advanced society ever de- 
vised by man, why is it that these people 
whose every wordly desire should be at 
their fingertips, that they should be so des- 
perately in need of healing and fulfilment? 
What is wrong with them? But that ques- 
tion, which, after all, has more to do with 
California than with Japanese prints, can be 
answered with more profit elsewhere. 

A more serious doubt about Keyes' ap- 
proach, apart from its utter lack of irony, its 
deathly solemnity that smacks not so much 
of Marin County jacuzzis as of Salvation 
Army assembly halls, is that it distracts from 
the prints, which are, it must be said, 
superb. One can decide to ignore the text, of 
course, but that is about as difficult as ignor- 
ing the sound of people making love in the 








Famous actor in female role, 1860. 





next room, or personal letters left open c 
one's table. To be a party to these things 
embarrassing — unsolicited intimacy 
ways is — but it is compelling, even fascina 
ing in a rather awful way. 

So read on one must. Which introduce 
the next problem. Keyes’ attempt to harnes 
his beloved prints to the cause of solving h 
own psychodrama distorts his subjects, fc 
he purports to read things into the prints, « 
the society which spawned them, which ar 
patently untrue. 

Take, for example, the section o 
“work.” (The book is divided in such sec 
tions as “work,” “combat,” “leisure,” etc. 
“As Western men,” so Keyes informs us 
“we are preoccupied throughout our adu 
lives with the work we do. We take our pr 
mary self-definition from it: we work to ean 
a living, to achieve, to belong, and to avoi 
feeling." I don't know about avoiding feel 
ing, but yes, all right, fine. But how differ 
ent, says Keyes, was the accepting Japanes 
world before unfeeling Western modernit 
got it into its grubby clutches: the prints pre 
sent “a person's work not solely in relatio: 
to the worker or even merely in relation t 
other human beings. Rather, work become: 
an activity that takes place in relation to th« 
world at large." 

Maybe I am not enough of a caring, feel 
ing person to get the point here, but if he i: 
suggesting that the 18th-century Japanes 
peasant, roof-builder, actor or prostitute 
was communing with the world at large any 
more than "Western men" do today, then | 


must beg to differ. I would say the contrary 


is true: few societies were as limiting, as o 
pressive and as backbreakingly harsh (foi 
peasants especially) as 18th-century Japan. 
But, then of course, 18th-century Japan is 
not really the point of this book. The point is 
Men, and Keyes' search for fulfilment. We 
can only wish him well in his quest and ex- 
press the sincere hope that he will find 
whatever he is looking for soon, so that next 
time around, this great connoisseur of Ja- 
panese prints can write about something 
other than himself. ш lan Buruma 





A passage to exotic India 








Raj by Gita Mehta. Cape, London. £12.95. 
Simon & Schuster, New York. LIS$19.95. 


In 1979, a year before the world first 
heard of Salman Rushdie, an Indian writer 
burst onto Western best-seller lists with a 
book of rare confidence and brilliance. Gita 
Mehta's Karma Cola took the country's 
spiritual savants and salvation-seekers apart 
with what one critic called "a mixture of 
waspish cheek and mandarin hauteur." 
Brashly, wittily, cuttingly, Mehta effectively 
exploded every modern myth about “mys- 
tic” India, her acerbic puns puncturing holy 
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pretension in precise, ^petit-point" prose. A 
writer had arrived who saw India with re- 
freshing clarity and directness, an author 
ready to debunk Western stereotypes, her 
pen poised to break new ground. 

Or so it seemed. Ten years later, the air is 
heavy with anti-climax. Admirers who have 
had to wait a decade for Mehta's second 
book can only turn its pages in disbelief. For 
the high priestess of creative originality has 
written a painfully unoriginal novel, drearily 
echoing the pedestrian conventions of 
bestsellerdom, its stereotypes laden with 
cant and diché. The writer who savaged 


7 SEPTEMBER 1989 


MM RR RES a SE Se ae‏ ڪڪ ڪڪ 


"the marketing of the mystic East" has tried 
unabashedly to market the exotic East. It is 
as if Evelyn Waugh had followed Vile Bodies 
with an attempt at The Far Pavilions. 

Of course it would be unfair to judge 
Mehta's second book by her first, even if one 
might have preferred her to do to India's 
maharajahs what she has done to its gurus. 
But whatever this reviewer expected from 
Mehta’s fiction debut, it was not an insipid 
work. Raj is a novel of princely India in the 
first half of the 20th century, the time when 
the nominally independent kingdoms of the 
Subcontinent navigated their way between 
the looming reefs of British imperialism 
and the advancing surge of republican 
nationalism. The historical canvas is full of 
possibilities, with the larger-than-life figures 
of the era pursuing (and trying to preserve) 
their destinies in an India caught in a twin 
struggle for freedom — freedom from the 
British, yes, but freedom also from the im- 
prisonment of oppressive traditions and so- 
cial customs. Among Indo-Anglian writers, 
Mulk Raj Anand and Manohar Malgaonkar 
have also tried to explore this theme, with 
mixed results. Mehta’s story of the fortunes 
and misfortunes of an Indian princess, set 
against this backdrop, could have made 
riveting reading. Sadly, it does not. 

For one thing, the author has allowed the 
peripheral details of royal exotica to over- 
whelm her fiction. The product is a disap- 
pointing mixture of erudition and ennui, 
like a tourist brochure written by a doctoral 
candidate. Mehta has done her research 
well and her narrative reveals the range and 
depth of her knowledge of princely life in 
the Indian states. But the novel is a little like 
over-brewed tea: it has stewed too long in 
the leaves of its own source-material, and its 
strength is therefore a major drawback. 

The details are all there, from customs to 
costumes. But they hang limply on a skeletal 
story-line. Her principal protagonist, Maha- 
rani Jaya Devi of Sirpur, is born into a 
"royal" family, married off into another, 
loses father, brother-in-law, husband and 
son to violence and history, and ends by 
merging her kingdom into the new Union of 
India and entering the electoral hustings of 
the new democracy. 

But throughout it all she is a strangely im- 
passive heroine, a wooden figure to whom 
things simply happen and who accepts 
everything from husbandly humiliation to 
sylvan seduction without any sign of 
change, growth or motivation. The author 
seems curiously detached from her crea- 
tions, skimming the surface of their exist- 
ence. She reveals their wardrobes but not 
their souls. Every human relationship de- 
picted in the book is unconvincing, the per- 
sonalities interacting in a shallow pool of un- 
reality. 

One could forgive this two-dimension- 
ality in a "good bad book," but Raj does 
not even try to be that: it has neither sus- 
pense nor mystery, romance nor passion, 
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drama nor dénouement. 
Characters change venue 
by every known means of 
transport, but the book's 
pace never changes. 
Mehta relies instead on 
history and chronology 
to move her narrative 
along. 

This is not to imply the 
book is without redeem- 
ing value. There are 
pages where Mehta's eye 
for detail, meticulous re- 
search and vivid imagina- 
tion combine to produce 
memorable scenes: the 
preparations at the court J 
of Balmer for the depar- D 
ture of the Crown Prince 
to fight in World War I, 
the arrival of the delightfully drawn socialite 
Lady Modi into Jaya's life, a toddy-soaked 
night of tribal dancing in Sirpur's jungles. 
Her depiction of "a civilisation that was sure 
of its own permanence" is very well done, 
and a stray comment about Mountbatten 
and Nehru hints at the theme's potential: 
"Impatient men now own India's history. 
Who will argue with their recollections?" At 
her best Mehta's style is wonderfully evoca- 
tive, with marvellous visual images. But one 
misses the wit of Karma Cola, the keen ear, the 
knack of the telling phrase, the brittle anger. 

If only Mehta had written with incisive 
idiosyncrasy from the effervescent view- 
point of a Lady Modi, the same story might 
have produced a much better book. But she 
has stayed with the conventional, her prose 
handcuffed to the humdrum. Mehta does 
not succeed in avoiding the trap of making 
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her Indian characters 
speak not so much to 
each other as to her im- 
agined Western readers: 
a maharajah does not 
simply say to another, “it 
is against our dharma"; 
he says, "it is against our 
dharma, the righteous ac- 
tion prescribed for us in 
the sacred scriptures.” A 
maid comparing a baby's 
eyes to the Ganga and the 
Jamuna feels impelled to 
inform her Maharani mis- 
tress that these are the 
holy rivers of India.” 

These are minor irrit- 
ants, along with the startl- 
ing reference to a "Dow- 
ager Maharajah" and a 
few historical howlers: the largely Bengali 
Calcutta Club never had a sign barring 
Indians and dogs, and it is unthinkable 
that the nationalist poetess Sarojini Naidu 
would ever have said, as Mehta makes her 
say, that “Jinnah speaks for India's fifty mil- 
lion Muslims." 

In many ways, Raj would work better as 
a television serial than it does as a novel. 
Mehta has made many films for TV and her 
story could well have been written for that 
medium. The best way to enjoy it is to 
imagine it on the screen, with spliced-in 
documentary footage, adept acting and slick 
camerawork compensating for the limita- 
tions of the script. Otherwise too much 
of the story's potential is unrealised, as 
history plays a series of walk-on parts in 
what remains a limp soap-opera. 
п Shashi Tharoor 








Food for the senses 





Fruits of South-East Asia: Facts and 
Folklore by Jacqueline M. Piper. Oxford 
University Press, Singapore. No price given. 

Durians, mangoes, rambutans, mango- 
steens, longans, sweet-sops — the very 
words enchant. They are alluring on a bush 
or tree, and are alluring in a bowl or on 
a plate, their flesh like butter-yellow custard 
or snowy marshmallow. But not all are 
so alluring when it comes to smell, though. 
Whiffs of the cloaca hang about the luscious 
but ill-odoured durian. But then people re- 
lish rankness. The Thais have their nam 
plaa, the Shanghainese their stinking bean- 
curd, the Romans their garum, the highly 
prized seasoning made by exposing the 
salted insides of fish to the air until they had 
gone completely putrid. 

The durian is certainly an acquired taste, 
but by all accounts it is thoroughly addictive 
once you get past the initial revulsion. 
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Alfred Russel Wallace, the great 19th-cen- 
tury English naturalist quoted by Jacqueline 
Piper, said that "the more you eat of it, the 
less you feel inclined to stop." How well 
visitors take to it has become a gauge of how 
successfully they acclimatise to the lands to 
which the fruit is native. To this reviewer, 
the most arresting thing to have happened 
in the wake of the May 1969 race riots in 
Malaysia was the boycott of the durian, seen 
to be a Malay fruit, by the Chinese third of 
the population, who normally cannot have 
enough of it. 

The place of fruits in culture is one of the 
themes of Piper's engaging book. Beauti- 
fully complemented by water-colours and 
early engravings, the text shows how wrong 
it was of Wallace to conclude after a trip 
around the Moluccas that the wild fruits of 
the region were "in almost every island in- 
ferior in abundance and quality to those of 
Britain." B Lynn Pan 
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South Korea ponders devaluation of won to boost exports 


Too high, too soon 


By Mark Clifford in Seoul 


he South Korean economy needed 

a breather after three consecutive 

years of 12% growth, and 

economists had predicted that 
sharp wage increases and currency revalua- 
tion would hamper growth this year. But 
now that the slowdown has arrived, gov- 
ernment and business leaders are gloomily 
talking of an economic crisis. They warn that 
the won may need to be devalued as much 
as 5% against the US dollar. 

The country’s GNP grew at an annual rate 
of 6.5% in the first six months of 1989, its 
weakest first-half performance in eight 
years. Although many analysts believe the 
economy bottomed out in the first quarter, 
exporters remain alarmed and have pleaded 
for help from the government. 

In his weekly radio address on 20 Au- 
gust, President Roh Tae Woo noted that ex- 
port volume had declined for the first seven 
months of the year. In value terms, exports 
were up a mere 5.8%. 

“The sudden decrease of export growth, 
while business is brisk in the rest of the 
world and competing countries are enjoying 
prosperity, is a flashing red signal to the 
economy,” Roh said. 

Two days later, the Korea Foreign Trade 
Association (KFTA) issued a pessimistic re- 
port estimating that exports would grow 
only 4.6% in dollar terms this year to 
US$63.5 billion. This is down sharply from 
the government's original projection of 
US$70 billion in exports for the year. The de- 
celeration in export growth has prompted 
exporters to put pressure on the govern- 
ment, with the KFTA asking for a 1076 won 
devaluation and a 2% cut in domestic in- 
terest rates. 

The won has appreciated 1876 against 
the dollar since the start of 1988 and local re- 
search institutes, as well as the Washington- 
based Institute for International Economics, 
have said that the won is 2-5% overvalued 
against the dollar. Because South Korea has 
an artificially controlled exchange-rate sys- 
tem, with no prospect of fundamental re- 
form in the near future, the issue is one 
which will be settled by politics, not by the 
market. 

There is no doubt, however, that the 
South Koreans have been hurt by an almost 
obsessive focus on the won-dollar rate. Be- 
cause the dollar has shown unexpected 
strength against other major currencies, the 


won has appreciated 38% against the yen 
and 46% against the Deutschemark since 
the start of 1988. The best solution, as far as 
South Korean policymakers are concerned, 
would be for the dollar to weaken against 
other major currencies. That would mean an 
effective devaluation of the won, without 
running the risk of alienating the US, which 
has accused South Korea of manipulating its 
exchange rates to gain a competitive export 
advantage. 

Rather than being an aberration, how- 
ever, this appreciation simply has brought 
the won back towards its historical trading 
range with these currencies. 

During the late 1970s, for example, the 
won:yen exchange rate was 3:1. By the end 
of 1987, a combination of an undervalued 
won and a weakened US dollar had pushed 
the rate to 6.4:1, giving South Korean firms a 
huge competitive advantage. Appreciation 
of the won has since narrowed the won:yen 
rate to the current level of 4.6:1, and analysts 
forecast the rate will move to around Won 
3.5 to the yen in the 19905. Such a shift will 


South Korean export growth stalls Š 


ž added products, they warn. It would also 





pose significant challenges to South 
Korean-based firms. 

Trade and Industry Minister Han Seung 
Soo and Deputy Prime Minister (economic 
affairs) Cho Soon have both hinted to the 
local press that a gentle devaluation may be 
in order. The won has already eased off its 
April peak of 665.9 to the US dollar to the 
current value of 669.1. 

“In value terms exports are showing 
negative growth," says presidential eco- 
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nomic adviser Koo Bohn Young. "The trend 
is deteriorating. That's what worries 
policymakers.” But not all policymakers 
are equally worried, and there is a high-level 
debate within the government about why 
exports have slowed and what to do about 
it. 

The Ministry of Finance and the Eco- 
nomic Planning Board (EPB) are resisting 
calls for devaluation. Officials there are scep- 
tical of claims that South Korean exporters 
have lost their competitiveness. Instead, 
they say that labour disputes during the 
spring coupled with heavy shipments at the 
end of last year have temporarily slowed ex- 
port growth this year. 

Moroever, the slower economic growth 
helps their anti-inflationary efforts, which 
have been hampered by the unprecedented 
trade surpluses. Many think that devalua- 
tion, or lower domestic interest rates, would 
simply stoke inflation. 

Foreign analysts in Seoul also say that de- 
valuation could send the wrong signal to ex- 
porters. A devaluation would slow the push 
to improve productivity and the move to 
making more sophisticated, higher value- 


encourage to continue looking for 
political help whenever they ran into trou- 
ble. 


hile export growth has stalled, 
imports are surging, fuelling the 

calls for devaluation. The KFTA 

expects imports to grow almost 
20% to US$61.9 billion this year, paring 
South Korea's trade surplus from US$8.9 bil- 
lion in 1988 to US$1.6 billion this year. The 
exporters' organisation warns that the coun- 
try faces the prospect of a US$3 billion trade 
deficit next year, its first since 1985, if mea- 
sures are not taken to boost exports. 

EPB officials, however, say they are not 
worried about balance-of-payments prob- 
lems. In fact, the dwindling surplus reflects 
deliberate government policies designed to 
reduce trade frictions and restrain domestic 
liquidity growth. 

Now that South Korea has made 
genuine progress on import reform there are 
signs of backtracking. The Association of 
Foreign Trading Agents in Korea (AFTAK) 
kicked off a campaign to limit consumer im- 
ports at the end of June. 

AFTAK chairman Suh Jung Ho sent mem- 
bers a letter asking them to "control the im- 
port of luxurious high-priced consumer 
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goods that would cause social problems." 

Suh professed to be worried about im- 

ports of “high-priced furniture, rugs, cloth- 

es, pots, gloves, handkerchieves and 
ads." 

e role of importers, Suh reminded 
AFTAK members, is to bring in raw mate- 
rials and capital goods and to promote 
technology transfers for the benefit of South 
Korea. 

"We should be aware of our role and act 
without any carelessness which might cause 
the collapse of our economic and social sta- 
bility and prosperity." AFTAK is the same 
cheery group which puts out books in Eng- 
lish telling foreigners how to sell to South 
Korea. Their message to foreigners: South 
Korea has changed and if you do not suc- 
ceed it is only because you do not try hard 
enough. 

Amid all this talk of crisis, it is worth not- 
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ing just how far past its targets the 1986-88 
boom has catapulted South Korea's econ- 
omy. Many of the goals for the sixth five- 
year plan, which runs from 1987-91, have al- 





POLICIES 


Japan faces increasing bill for care of elderly 


laxing times 


By Nigel Holloway in Tokyo 


combination of events has thrown 

the spotlight on a problem that has 

taxed Japan's economic planners for 
years: the ageing of the population. On 4 
September, the US and Japan begin a series 
of talks in Tokyo which are intended to get 
to the root of the trade problems plaguing 
the two countries. One reason why it is dif- 
ficult to export to Japan, says the US, is 
Japan's high savings rate, among the loftiest 
in the developed world. If only Japan would 
consume more and save less, goes the argu- 
ment, imports would rise and the trade 
surplus would fall. 

Japan is expected to reply that it saves 
more than most nations y because it 
must prepare for its old age — that is, for the 
fact that the proportion of people aged 65 or 
over will rise from 11.5% in 1989 to a 25% by 
2020. In later life, incomes tend to decline, so 
the obvious thing to do is save when still 
young — which in Japan's case is now. The 
problem of "excess" savings will disappear 
naturally, some argue. The Economic Plan- 
ning Agency has forecast that the 
savings rate will halve from the 1985 level of 
1676 of disposable income by the turn of the 
century. 

The prospect of a dramatic fall in savings 
is one reason now given the Liberal 
Democratic Party (LDP) for the politically 
costly 3% consumption tax it introduced in 
April. The t is facing an ever-in- 
creasing bill for care of the elderly, and 
needs to broaden the tax base if it is to pro- 
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vide a reasonable level of welfare support. 
The government relies excessively on direct 
taxes, and tax receipts are the second lowest 
in the OECD. In 1986, only 24% of total tax 
revenues came from indirect taxes. 

The opposition Japan Socialist Party 
wants to scrap the hated consumption tax 
and is preparing to table bills in the upper 
house of parliament where it has a coalition 
majority. The Socialists recognise the need 
for more revenue to prepare for future de- 
mographic changes, but they aim to raise it 
by improving tax collection. 

In response, the LDP is pondering 
whether it should dub the consumption tax 
a "welfare tax" (it will rake in #6 trillion 
[US$41.6 billion] a year, compared with so- 
cial security spending of ¥11 trillion) in 
an effort to make it more palatable. How- 
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ready been exceeded. The per capita GNP 
was not scheduled to reach US$4,000 until 
1991. Last year it was US$4,040. 

were expected to be US$52.5 billion in 1991, 
which makes this year’s hand-wringing 
over perhaps US$63.5 billion seem some- 
what maudlin. 

There are problems in the economy, 
most notably the lack of a coherent labour 
policy. Moreover, exporters clearly are hav- 
ing difficulty adjusting to currency apprecia- 
tion. But the slowdown seems likely to do 
more good than harm in what was becom- 
ing an overheated economy. 

If economic performance does in fact 
drop dramatically, the government has 
plenty of room for fiscal stimulus. The over- 
all government surplus more than doubled 
last year to Won 3.3 trillion (US$4.96 billion), 
thanks to strong economic growth and bet- 
ter tax collection. E 


ever, the finance minister, Ryutaro 
Hashimoto and his bureaucrats oppose this 
on the grounds that earmarking taxes for 
specific purposes is best avoided. Some also 
argue that the electors are unlikely to be 
wooed by such a gimmick at a time when 
the LDP is fighting for its life. The puzzle is 
that the LDP did not call it a welfare tax when 
it was rammed through parliament last De- 
cember. 

There may be disagreement about what 
to do about it, but nobody denies the basic 
problem: Japan will have a higher propor- 
tion of people over the age of 65 in 2025 and 
the rate of ageing will be twice as quick as in 
most other developed countries. (China will 
grow old faster, but not yet.) And because of 
the unparalleled longevity of the Japanese, 
the "aged" will be older than elsewhere. In 
2025, some 53% of those over 65 will, in fact, 
be over 75. Families, social services and, of 
course, the national finances, are going to 
have to take the strain. 


hat effect all this will have on the 
Japanese economy is not precisely 
known, because so many 

are involved — for example, the labour 
market for old people, advances in medicine 
and changing social attitudes. Take the 
savings rate, for example. Charles Horioka 
of Kyoto University suggests that demog- 
raphic factors underpin Japan's high savings 
rate. Individuals save during their working 
years and then spend their savings in retire- 
ment. 

He says that the biggest reason why 
Japan's savings rate is higher than in the US 
(where household savings are zero) is 
Japan's lower ratio of old people (spenders) 
to the working-age population (savers), and 
a lower ratio of young (small spenders) to 
working folk (savers). Peter Morgan of brok- 
ers Barclays De Zoete Wedd says the grey- 
ing of Japan's population will cut net savings 
from 3% of GNP in 1987 to zero by the turn of 
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the century and "could be massively in def- 
icit by the year 2010." 

Other studies, however, suggest that the 
savings rate will not fall nearly as dramati- 
cally, because elderly Japanese continue the 
savings habit even when they have retired. 
One possible reason for this is because they 
want to leave something for their children. 
Another is that demographic forecasters 
have a century-old track record of under- 
estimating how long the Japanese will live. 
This has introduced an element of uncer- 
tainty into the calculations Japanese savers 
make as they budget for their retirement. 
This uncertainty makes them err on the side 
of financial caution. 

Those forecasting a fall in Japanese sav- 
ings also tend to ignore the role of the gov- 
ernment and the corporate sectors. Al- 
though savings have dipped 
slightly in 1980-87, this has been more than 
outweighed by a shift in the public sector 
from a large deficit to a slight surplus (at least 
by 1988) on a flow of funds basis. And the 
corporate sector has become a large dissaver 
to take advantage of low interest rates. 

If the effect on the savings rate is difficult 
to predict, so too is what kind of burden 
Japan's old people are likely to prove to the 
taxpayer. On the broad measure of social 
spending by government as a proportion of 
GDP, the IMF reckons that this ratio will rise 
faster in Japan than in other major 
economies, from 15% in 1980 to 27? Уо by 
2025. This figure includes spending on edu- 
cation and unemployment benefit, but the 
big increases come in health care and pen- 
sions. The increase may look dramatically 
rapid, but the actual percentage in 2025 is no 
larger than that in Britain and is still a lot less 
than in France and West Germany, where 
the ratio will be at least 3576. 

Take health expenditure first. In Japan, 
five main health insurance schemes cover 
virtually every person in the country. These 
will each be affected differently by the de- 
mographic trends, but government medical 
spending as a whole is expected to rise in 
nominal terms from *€ 17.9 trillion in 1987 to 
Y 107 trillion by 2025, according to Naohiro 
Ogawa of Nihon University's Population 
Research Institute. Forecasts of growth in 
government pension payments are similarly 
rapid. These will rise from ¥12.4 trillion in 
1987 to ¥ 155 trillion by 2020, says the Health 
and Welfare Ministry. 

Where will the money come from? The 
short answer is that people will have to pay 
more for the comfort of knowing there is a 
safety net for old age. Ogawa says that the 
share of national income taken in the form of 
taxes and social security contributions is cur- 
rently 37% and will rise to 61% by 2025, if the 
existing structure of pensions and health in- 
surance is maintained. Employees will 
have to pay 29% of their salary towards their 
pension in 2025 against 12.476 today. 

The government's social security fund 
actually looks quite adequately financed 
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over the next 50 years on current forecasts. It 
is currently running an annual surplus of ¥6 
trillion. By 2010, this surplus will fall to *€1.6 
trillion says the Health and Welfare Minis- 
try, but then will begin to rise again as the 
proportion of old people starts to drop. 

But this does not stop officials worrying. 
Takeshita and business groups like the 
Keidanren have said that they want a ceiling 
imposed on social security spending of 45% 
of GNP, much lower than the forecast if 








policies remain unchanged. They are trying 
to slow the growth in welfare spending, but 
without much success. 

During the reforms, many commen- 
tators said that Japan was trying to develop 
an “Asian model” for a welfare system, by 
making use of the fact that a far higher pro- 
portion of old people live with their children 
than in the West (37% of Japanese over 60 
live in three-generation households against 
0.6% in Britain in 1986). 

Employee pensions average ¥116,000 a 
month (40% of the average wage), less than 
in the US, but a good deal more than in Bri- 
tain or West Germany. Japan's social sec- 
urity laws lock the country into a welfare 
state well short of Sweden, but more com- 
prehensive than the US or Britain. 

Which leads to the question of whether 
Japan can afford it. A high savings rate, 
three-tier families and high workforce par- 
ticipation after 65 — all these suggest it can. 
The main cushion, though, is the strength of 
the economy. It would be a lot more difficult 
to spread the wealth around to the sick and 
elderly if Japan's economy stopped growing 
so rapidly. а 
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Flood of cheap imports cripples Vietnamese industry 
Consumer crisis 


By Nayan Chanda in Hanoi 
ietnam's policymakers, after putting 
a brake on three years of runaway in- 
flation, are now struggling with an 
economy that is short of much-needed for- 
eign exchange and an industrial sector that 
is besieged by a flood of cheap imports. 

Tough austerity measures, which were 
recommended by the IMF and adopted by 
Vietnam in March, have helped cut the infla- 
tion rate. But the measures, which included 
a strict credit squeeze and an end to govern- 
ment subsidies, combined with the surge in 
unofficial imports, have forced dozens of 
cash-strapped state enterprises out of busi- 
ness and left half a million workers idle. 

A senior Vietnamese official said that 10- 
15% of the country's industrial enterprises 
may have to be shut down or handed over 
to private entrepreneurs. Another said that 
18-2096 of the workforce was now un- 
employed. 

The huge influx of foreign goods has be- 
come a major concern of government lead- 
ers. While luxury imports are draining 
scarce resources, the simple household con- 
sumer items that are being smuggled into 
the country, mainly from China, threaten to 
stunt the growth of Vietnam's industrial sec- 
tor. 
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Funds to pay for the imports come from a 
variety of sources. Some of the smuggling 
trade is said to be financed by selling such 
materials as copper wire or steel bars stolen 
by workers from Vietnamese factories. 
There is also some outflow of long-hoarded 
gold. In the south, Seaborne barter trade 
with Thais and others of seafood and ag- 
ricultural uce such as coffee is wide- 
spread. Most of the 40% of export proceeds 
which provincial trading companies are al- 
lowed to retain goes to buy consumer 
goods. A more stable exchange rate has also 
increased the willingness of overseas Viet- 
namese to remit money to relatives who 
then use it to consumer \ 

In a regular column in the communist 
party daily Nhan Dan, a commentator 
"NVL," believed to be Secretary-General 
Nguyen Van Linh, warned recently that the 
influx of foreign goods could bring "harmful 
consequences," such as the dislocation of 
production and increasing unemployment. 

Premier Do Muoi told the national as- 
sembly in June that the country's current 
economic difficulties were caused partly by a 
lack of control over imports which were 
"edging out home-made goods." He said it 
was necessary to control imported goods in 
order to protect domestic production. 

Officials are convinced that the mount- 
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ing stockpiles of low-quality goods at state 


factories are a direct result of the massive in- 
flux of cheaper and better quality Chinese 
goods. Certainly, in the local markets there 
is an amazing variety of foreign goods on 
offer. In contrast there are few Vietnamese- 
made products available. 

In Hanoi alone, 12 state-owned enter- 
prises, including ceramics factories and 
matchbox makers, have stocks of unsold 
products valued at Dong 16 billion (US$4 
million). And an article in Nhan Dan noted 
that in Ho Chi Minh City more workers 
were being made redundant in the textiles, 
glassware, bicycle-making and pharmaceu- 
ticals industries. The rise in unemployment 
is thought to be worst in provincial towns. 

Despite the premier's call for import 
curbs, officials privately concede that it is 
easier said than done. Any attempt to re- 
duce the influx of consumer goods would be 
fraught with economic and political dan- 
gers. For instance, even though the prices of 
much of the goods put them beyond the 
reach of many Vietnamese, their availability 
acts as a spur to economic activity. Any 
damp down on the import of consumer 
goods would also have a dampening effect 
on the private sector. 

"However painful," a senior official told 
the REVIEW, "foreign competition is neces- 
sary to shake up badly managed industry. 
What we should dois to tighten collection of 
duty on the imported goods." 

But judging by the volume of goods 
being smuggled across Vietnam's long land 
and sea borders and the likely extent of offi- 
cial complicity in the illegal trade, any effort 
to increase the collection of duty would 
seem to have little hope of success. 

Restrictions on trade with China could 
also prove politically difficult at a time when 
Hanoi is trying its best to mend fences with 
Peking. When border trade with China re- 
commenced at the beginning of this year it 
signalled not only an improvement in the 
political relations between Hanoi and Pe- 
king but also a return to a semblance of nor- 
mality for many Vietnamese citizens. Before 
Sino-Vietnamese relations deteriorated in 
1978, most of the consumer goods available 
in northern Vietnam came from China. 

In a bid to circumvent such problems, of- 
ficials have started a campaign highlighting 
what they claim is the poor quality of 
Chinese products. Vietnam Weekly has 
daimed that Chinese bicycles are not "as 
strong as they were in old days" and that 
Chinese-made thermos flasks do not retain 
heat overnight. 

The problem of foreign competition has 
arisen as the government grapples with the 
reform of Vietnam's subsidy-based econ- 
omy. 

Since March, the government has im- 
plemented a series of drastic measures, in- 
duding ending subsidies to state enterprises 
and employees, a tight monetary squeeze 
and a massive devaluation of the dong. 
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These have curbed the soaring inflation rate 
but they have also driven Vietnam's ailing 
economy into recession. 

In this tough economic climate, many 
state enterprises have been unable to sell 
their products and have run out of cash to 
pay their workers. Vietnam's Vice-Premier 
and politburo member Nguyen Co Thach 
said the best factories were one month be- 
hind in paying wages and the worst ones 
about six months behind. Banks, which are 
themselves short of cash because of stricter 
credit control, are in no position to bail out 
the troubled enterprises. 

Nguyen Van Tu, chairman of the federa- 
tion of Vietnamese workers, complained 
that in the first half of this year 500,000 work- 
ers had been made redundant by state en- 
terprises and that unpaid wages during that 
period amounted to Dong 1 billion. 

Most of the redundant workers have to 
fend for themselves, though the lucky ones 
get 15 kg of rice or more unusual forms of 
compensation — such as bicycles, rubber 
tyres, wooden furniture, and unsold pro- 
ducts stockpiled in warehouses, like bags of 
cement and iron bars. 

Pham The Duyet, a member of the party 
secretariat and the secretary of the Hanoi 
party committee, said that 90 of the city’s 300 
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state and municipal enterprises were having 
difficulty paying wages to their workers. 
“We may have to close down 45% of enter- 
prises or hand them over to cooperative or 
private owners," he said. 

A government economist said 10-15% of 
industrial enterprises might have to be 
dosed down or sold to private entre- 
preneurs if they were unable to adjust to the 
new policies of profit-based based manage- 
ment. But Thach, an economic liberal who 
frequently quotes US monetarist Milton 
Friedman to foreign visitors, views the eco- 
nomic problems with equanimity. He has 
insisted that recession and increased un- 
employment are an inevitable result of the 
fight to curb inflation. They are the price to 
be paid for rescuing the whole nation. ш 
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Jakarta to sell stake 
in state-owned firm 


Private 
signals 


By Michael Vatikiotis in Jakarta 


akarta’s commitment to privati 

state-owned enterprises (SOEs)? — a 

thorny issue in a country in which state 
control over key areas of the economy is en- 
shrined in the constitution — remains un- 
certain despite the recent prospect of shares * 
in a historically important SOE being sold to a 
private business group. 

Amid intense debate about the weakness 
of the state sector and ways of improving its 
efficiency, news has emerged of the possible 
sale of shares in the trading company PT 
Pantja Niaga (PTPN) — one the country's old- 
est state en — to the privately 
owned Bakrie and Brothers Group. The 
prospect has been described by one senior 
official as "setting an important prece- 
dent." 

And the private sector is optimistic about 
the prospect. "Right now the economy is 
dominated by state-sector corporations," 
one prominent private businessman told the 
REVIEW, "but most will be privatised very 
soon." 

Although neither price nor stake size has 
yet been agreed, Bakrie has confirmed its in- 
terest in buying into PTPN, which is said to be 
dose to insolvency. Media reports suggest 
the state is seeking Rps 500 billion (US$280.9 
million) for a 4096 stake, but that Bakrie is 
holding out for a lower price. PTPN's main 
attraction for Bakrie is its distribution 
network — it has 25 offices around the 
country, as well as offices in Bangkok and 
Tokyo. 

For the government, selling the 147th 
ranked among 216 SOEs would be a badly 
needed boost for its drive to improve the ef- 
ficiency of SOEs, which are estimated to hold 
assets totalling US$75 billion. By the govern- 
ment's own assessment, about a third of 
SOES are "unhealthy." Last year President 
Suharto ordered improvements in their per- 
formance, but it was only in July that the Fi- 
nance Ministry issued a seven-point plan for 
their restructuring, which included the pos- 
sibility of inviting private-sector participa- 
tion. 

Nevertheless, the term "privatisation" 
remains anathema to many key government 
officials. For Indonesia's powerful bureau- 
cracy, control over key areas of the economy 
is going to be a habit which is hard to break. 
Some officials insist informally that plans to 




























deregulate" the state sector must proceed 
gradually as possible. 

. Analysts remain sceptical as to the sig- 
nificance of the move. One source specu- 
-lated that, under pressure from the World 
` Bank and the IMF to streamline the state sec- 
r, the government has been forced into a 
-. symbolic gesture. Although well known his- 
__ torically, PTPN cannot be counted among the 
_ larger or more important SOEs. 

|. . The history of the trading house makes it 
.. almost a paradigm of Indonesia's changing 
. economic structure. It was set up by the 
-. army in 1947 as a trading company under 
_ the name of Central Trading Co. (CTC) to 
. supply the armed resistance against the 
_ Dutch. After independence, СТС took over 
. the nationalised Dutch company HVD and 
. began to expand, helped by the govern- 
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y y Christopher Marchand in Hongkong 


наалати ӨЧКӨН 


ucked way in the sixth paragraph of 

the regulations of the Hongkong & 

۰ . Shanghai Banking Ordinance is the 

apparent explanation of Hongkong Bank's 

. desire to “modernise” its statutory frame- 

^ work, announced quietly on 22 August 

-along with its half-year results. The para- 

- graph stipulates that the bank's head office 

апа principal place of business shall be in 

Hongkong. 

A While the bank went out of its way to say 

that it has no intention of changing its 

domicile, at this time at least, it said it was 

^. concerned to end the perception that it held 

-a privileged position in Hongkong. So while 

< ће bank may not abolish this key clause just 

уе, it has begun the process of changing the 

` regulatory framework which in time will 

< dear the legal decks for relocating ultimate 

-= control out of Hongkong. | 

| Another clause, which only allows 

= shareholdings of more than 1% in the bank's 

` issued capital with the directors’ consent, is 

.: also likely to go. This would facilitate any 
moves by Midland Bank, the British 
high street clearer in which Hong- 
kong Bank holds 14.9%, to buy a 

= erossholding in Hongkong Bank. 

.. Legally, Hongkong Bank will also 

< find it easier to launch future prefer- 

. ence share issues — these could be- 

= come an important source of funding 

. for the bank. 

. . Thelogicofanoff-shore move has _ 

. been inherent for more than 10 years- | 

^— ever since the bank initiated its. | 









. global eet drive in the late- x put 


ment’s allocation of sole importer mono- 
polies in various products. | 

By the late 1950s, using the name Pantja 
Niaga, it represented powerful military busi- 
ness interests and was the largest of a string 
of "Niaga" trading companies acting essen- 
tially as agents for government procure- 
ment. However, with the rise of private 
business groups under the New Order, 
many of the state trading monopolies fell 
into the hands of politically well-connected 
businessmen. 

Today, PTPN’s military connection has 
been weakened — itis now run by a former 
civil servant — and its once lucrative import 
monopolies have been eroded. Although 
still acting as agents for some foreign com- 
panies, it is known to have accumulated 
sizeable debts. 







Hongkong Bank paves way for future shift to Britain 


Emigration candidate 


1970s to buy 49% of Marine Midland Banks 
Inc, a New York State-based bank. Al- 
though Hongkong Bank would never admit 
it, the latest move, in all probability, reflects 
a tacit understanding with the Bank of Eng- 
land that a merger with Midland will be al- 
lowed if Hongkong Bank submits itself to 
the Bank of England's jurisdiction. 

Hongkong Bank's current stake in Mid- 
land is subject to a three-year restraint on 
any increase, running until December 1990. 
Cooperation between the two has extended 
to loan sharing and harmonising technical 
systems. At this stage, Hongkong Bank fi- 
nance director John Gray says that no dis- 
cussions have been held with Midland with 
a view to increasing this stake. (A full 
merger of the Hongkong and Midland 
banks would create one of the Western 
world's 10 largest banks, ranking ahead of 
Citicorp.) 

The 4 June events in Peking will have 
sharpened the thinking that one of the 
world's leading banking groups should not 
be subject to the control ofan 0 com- 
munist AX AC 









"Ser THis 
3 эы WHAT [гє CALL 
won reti 





Conveniently, the prospective buyer, 
Bakrie, is the largest pribumi-owned group 
(REVIEW, 6 July) — so the government can- 
not be accused of selling state assets to the 
Indonesian Chinese business community. 
This is another sensitive issue. Large pri- 
vately owned groups tend to have good po- 
litical connections, so the business commun- 
ity is naturally keeping a close watch on who 
is offered a stake in the state sector. 

The government hopes to diffuse this 
problem by not merely selling SOEs to exist- 
ing private companies, but also by en- 
couraging them to float shares to the general 
public. A proposal for the flotation of SOES 
which fulfil listing requirements regarding 
profit performance over the past two years is 
before the president, and is expected to кё 
confirmed soon. 


As it was, the Bank of England disal- 
lowed Hongkong Bank's planned takeover 
of the Royal Bank of Scotland in 1981 on the 
grounds that the bank was "foreign." British 
incorporation would clearly remove that ob- 
stacle, giving the bank its long-sought third 
operational leg in Europe 

In fact, the bank probably has no alterna- 
tive to British incorporation. Hongkong 
Bank chairman William Purves told the 
REVIEW last year that none of the world's 
leading banking groups is incorporated in a 
tax haven such as Bermuda or the Channel 
Islands. The bank has some quaint prac- 
tices: director Peter Brockman revealed at a 
recent Hongkong trial of one of the bank's 
managers on corruption charges that man- 
agers may accept gifts from clients who have 
been granted loans as a refusal might cause 
the client "loss of face." (The charges were 
dismissed by the courts.) But the bank can 
hardly desire to set the precedent of being 
seen as a tax avoider. 

The more interesting question is the con- 
sequences which would flow from British 
incorporation. The British high street banks 
are required fully to disclose their reserves, 
which suggests that the Hongkong Bank 
will soon have to publicise the true state of 
its profit and reserves. 

Strategically, the policy of maintaining 
hidden inner reserves is becoming increas- 
ingly anachronistic. The agreement worked 
out within the Basle-based Bank for Interna- 
tional Settlements providing for more strin- 
gent capital adequacy rules is also an 
incentive to fuller disclosure, as 
would bea Wall Street listing. Further 
expansion in the US, once interstate 
banking barriers come down, forms 
an important part of the bank’s plan- 
ning. The bank has cemented corres- 
pondent banking ties with Wells 
Fargo, California’s third-largest bank. 

Hongkong Bank's future cor- 
porate restructuring is thus likely to 
involve the spin-off of its non-Hong- 
kong, assets: into г a new Ear 








; porated holding company. This c company 

would also own controlling stakes in Hong- 
kong Bank and Midland Bank. Investors in 
Midland and Hongkong Bank are likely to 
swap their shares for equity in the new hold- 
ing company. 


Other unanswered — questions are 
whether the new holding company, with 
Bank of England consent, will raise its stake 
to 29.9%, of Midland or above that level, 


_ that pressure exists to move quickly. 
‘we would have 
done it last May, but we didn’t have it ready 


| duis triggering a general offer to Midland 


shareholders. Hongkong Bank's desire to 
convene a special shareholders' meeting to 
approve the changes — rather than wait for 
the annual meeting next May — suggests 


` Says Gray, however: ' 


then. It just seemed like a good idea to do it 
now." Е 
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Tokyo poised to become No. 2 at the IMF 


Fairer shares 


Ву Susumu Awanohara i in Was Washington - 








/W/ Japan's шк ы bid for a 
V Y bigger IMF quota share in retum 
je Tokyo's cooperation with US Treasury 
Secretary Nicholas Brady's Third World 
debt initiative. As a result, Japan could be- 
come the second most powerful member of 
the IMF, after the US, when the fund decides 
on its next quota increase. A decision is ex- 
pected at the fund's annual meeting in 
Washington in late September. 

Any rise in Japan's IMF quota share 
could prove controversial, however. Certain 
members, Britain among them, would resist 
any attempt to increase Tokyo's share at 








their expense. Currently, the US has the | 
largest share with 19.1426, followed by Bri- 


tain's 6.63%, West Germany's 5.79%, 
France's 4.81% and Japan's 4.53%. Each 
country's quota and therefore its voting 
power is determined partly by the size of its 
economy. 

To overcome such opposition, the US 
has hinted it might reduce its quota share. 
However, Washington would maintain the 
15% needed to veto fund decisions. - 

Japanese officials, particularly at the 

inistry of Finance (MoF), have coveted the 
IMF's No. 2 slot for some time because, they 
say, it would reflect their country's eco- 
nomic strength and the role it is increasingly 
expected to play in the global economy. 
Japan has been under pressure for several 


years to shoulder more responsibility for the 


world economy in line with its economic im- 
portance. 

The MoF has argued that active participa- 
tion in international financial institutions 
dealing with development and Third World 
debt is the best way for Japan to play its 
part in solving the world's economic prob- 
lems. But Japan has discovered that those 
countries which founded the post-war fi- 
nancial system and have demanded Japan 
"share some of the burden" are reluctant to 
give up their iini: rights in ‘such institu- 
tions. | 





Tokyo officials have openly stated their 
desire to be No. 2 in the IMF. But until recent- 
ly the US was opposed to any increase in the 
fund's quota from the present SDR 90 billion 
(US$110 billion) and to Japan raising its 
quota share. Washington said it wanted a 
delay in the quota increase until a "break- 
through" was made in solving the problem 
of arrears among IMF borrowers. And on the 
question of Japan's share, the US insisted it 
wanted Tokyo to demonstrate more clearly 
its willingness to assume the "burdens of 
leadership." 

Japanese officials resented US stonewall- 
ing. After all, they pointed out, Japan had 
voluntarily extended credit, notably SDR 3 
billion in late 1986, to the IMF as part of its 
surplus recyding plan. In addition, they 


were angered when Washington dismissed 


former finance minister Kiichi Miyazawa's 
Third World debt plan, which emphasised 
debt reduction and a greater role for the IMF, 
as badly thought out. Since then the Japan- 


ese have maintained that burden-sharing | 


must be accompanied by power-sharing. 

In preparing the Brady initiative, US offi- 
cials apparently changed their tune. They 
consulted the Japanese, and freely acknow- 
ledged that it was an extension of the 
Miyazawa plan. The change in the US at- 
titude clearly reflected Washington's desire 
for Japan's financial support. Nevertheless, 
Japan was quick to welcome the new ap- 
proach and fully endorsed the Brady plan as 
soon as it was announced in March. Alone 
among IMF member countries, Japan has in- 
dicated its willingness to provide "parallel" 
untied credit of US$4.5 billion over a three- 
year period, including about US$1 billion for 
Mexico and US$750 million for the Philip- 
pines. 

A bigger test of the new US goodwill to- 
wards Tokyo's IMF ambitions may come late 
next year when jockeying for position to 
succeed current managing director Michael 
Camdessus in 1992 will begin. Tokyo is 
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INVISIBLE HAND 


Tug of war over ringgit 


charge of the country's capital mar- 

kets and does Malaysia want a 
cheap ringgit to help its exports or a strong 
ringgit to reduce its yen-denominated for- 
eign debt? 

Bond traders trying to follow official sig- 
nals cn both points have been led on a roller- 
coaster ride through hideous losses and 
spectacular recoveries. As a result, the 
fledgling secondary bond market has almost 
been choked to death. 

The superficial answers are that the Bank 
Negara (BN, the central bank) runs the capi- 
tal markets and that Malaysia wants a cheap 
ringgit. However, as most holders of Malay- 


wo questions are baffling foreign- 
| [ | ers and Malaysians alike. Who is in 


sian Government securities (MGS) have 


found to their cost over the past few 
months, the answers vary according to 
whoever has obtained the ear of the finance 
minister. In short, there are two invisible 
hands seeking to control the capital markets 
but no one can be sure which is in the ascen- 
dancy. 

The problems lie in the fact that BN is 
charged with the stewardship of a stable 
ringgit and the servicing of the foreign debt. 
Treasury officials, however, acting through 
the office of the accountant-general, 
are more concerned with providing 
an economic climate conducive to 
business. Occasionally, the two will 
clash. Both will deny they have 
clashed and both will claim they con- 
sult each other every week through a 
joint “cash-flow committee” but the 
evidence of a conflict of interest is 
plain for all to see. 

In the money market earlier this 
year, measures taken by BN to 
stabilise the ringgit necessarily entailed rais- 
ing its value. To do so, BN had to force up 
Malaysian interest rates to a level competi- 
tive with those offered in the US and Singa- 
pore. This was because by the end of 1988, 
interbank rates had sunk so low that capital 
was flowing out in ever-increasing amounts 
to higher-paying deposit accounts abroad. 
This outflow pushed the local currency 
down to M$2.73:US$1 in January compared 
with M$2.60 six months earlier. 

BN countered this depreciation by tight- 
ening liquidity in the money market and re- 
stricting non trade-related currency swaps. 
These measures were very successful. By 
April, the US dollar had weakened to 
M$2.69 against the ringgit, due largely to a 
swift and substantial increase in one-month 
money-market rates to 5.6%, from 4.25% in 
December 1988. 
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The Treasury had other ideas, though. 
The accountant-general’s office in early 
April placed upwards of M$1 billion back 
into the money markets, prompting a fall in 
one-month money rates to 5.3%. On 1 May, 
BN then countered by taking the drastic step 
of raising the statutory reserve ratio of the 
entire financial sector to mop up an esti- 
mated M$926 million of liquidity from the 

tem. 

The official line is that there never is — 
and never can be — any conflict between 
BN's handling of the money market and the 
accountant-general’s placing of funds. The 
cash-flow committee on which both are rep- 
resented is supposed to meet once a week, 
supervising the placement of government 
funds in the market. Furthermore, BN acts as 
bankers to the accountant-general. 

However, the evidence of April — and 
BN's draconian reaction — points to an ineffi- 
ciency in the committee, if not a wider di- 
vergence on policy. This evidence is so obvi- 
ous that even the normally quiet local press 
is beginning to ask questions. In an inter- 
view on 24 June, BN governor Tan Sri Jaffar 
Hussein conceded that “we may not know 
at the time that he [the accountant-general] 
is placing the deposits but if we want to take 
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any counter-action we can. Sometimes com- 
munications get a bit delayed." 

One result of the current spate of ups 
and downs is that BN's oft-stated aim of de- 
veloping an active secondary market in MGS 
and private corporate bonds had been given 
a severe knock. 

The sudden rise in interest rates in Janu- 
ary caught a large number of MGS holders on 
the wrong side of a steep drop in bond 
prices, with further falls expected. Accord- 
ing to one senior banker, attempts at the 
time to offload these into the secondary mar- 
ket proved extremely difficult and BN was 
forced to open the discount window to- 
wards the end of March. 

In January this year, BN had im- 
plemented a major reform in its sale of MGS 
to the market by setting up a panel of 18 
principal dealers, consisting of four com- 
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mercial banks, seven merchant banks and 
seven discount houses. Besides underwrit- 
ing the primary issues of MGS, these dealers 
were obliged to provide two-way quotes in 
the secondary market. However, senior 
bankers say that after the drop in bond 
prices, the principal dealers were suddenly 
out at meetings whenever orders were 
coming through. 

By the time BN stepped in, some MGS 
holders were desperate; according to money 
market specialist, Bank Buruh, BN took in 
some M$500 million. But while some of the 
smaller holders may have offloaded their 
MGS successfully — and taken their losses — 
several of the principal dealers were simply 
unable to absorb the huge losses n 
to offload their holdings, as BN had earlier 
decreed that MGS should be valued in the ac- 
counts at cost or market, whichever was 
lower. 

Three of the principal dealers had finan- 
cial years ending 31 March, while another 
two had year ends of 30 June. On 31 March, 
BN came to the rescue yet again: reversing its 
position of only three months earlier, BN told 
holders of MGS to spread their losses over the 
length of the maturity of the securities. Dep- 
uty BN governor Datuk Dr Lin See Yan said 
in a speech recently that the capital 
loss on the total of M$58 billion of 
& MGS outstanding was M$1.4 billion in 
the first quarter. 

While this accounting trick saved 
some banks from disaster, it meant 
that there was little incentive to sell 
MGS that were booked into the ac- 
counts before January, as the loss 
would then have had to be realised in 
full. Indeed, the volumes of MGS 
traded on the secondary market 
withered from M$486.9 million (nominal 
value) in January to M$112.9 million in May. 

Volume has since picked up dramati- 
cally, centred on the government's M$4 bil- 
lion new bond issue (the first under the new 
auction system) in March, and the Cagamas 
mortgage-backed bonds. One broker said 
that “turnover is phenomenal” and may 
have reached the M$2 billion mark for Au- 
gust. Driving the market is an expectation 
that rapidly mounting liquidity in the 
money markets will force interest rates 
down again and push the prices of the 
bonds back up. 

The question is whether market forces 
will be allowed to prevail in the interest-rate 
structure or whether BN will intervene to 
shore up the ringgit once more. On past per- 
formance, it could be anyone's guess. 

и Nick Seaward 
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YOUR NEW BASE FOR WORLD MARKETS 


= No personal income taxes 


Dubai's Jebel Ali Free Zone has now made it easy 
for international companies to set up trading and 
industrial bases in the Middle East. 


Corporations such as Black & Decker, Caltex, 
McDermott, Mitsubishi Motors, Shell, Sony and 
Union Carbide have already taken advantage of these 


exciting trade freedoms and benefits unique to Jebel Ali. 


Just look at these advantages. 
m 100% foreign ownership 
= Unlimited transfer of profit and capital 


= No corporate taxes for a minimum of 15 years 


а No import duties/export taxes 
а No sponsorship restrictions 
m Unlimited cheap energy 


With superb facilities including an extensive 
infrastructure, state-of-the-art communications, 
accommodation, hotels, hospitals, security and every 
modern amenity, this 100 sq. km business opportunity 
is your new frontier for world markets 


To find out about these freedoms contact: 


Jebel Ali Free 
Zone Authority 


THE PRIDE OF DUBAI 


-084.56578 Tele 


- 47398 PALLA FM Fax: П84-56093 
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Hong Kong, London and Shanghai since 
1865. Japan since 1866. San Francisco 
since 1875. New York since 1880. The 
HongkongBank group's experience in the 
markets of the world extends over a century. 
Its member companies, too, have long and 
distinguished histories in their respective 
markets: James Capel in the UK, Marine 
Midland Bank in the USA, and The British 
Bank of the Middle East throughout the 
Middle East. 


This means that through any of our 1,300 
offices in 50 countries, you can get access 
to advice from people immersed in those 
markets. 


For more information, contact your nearest 
office of the HongkongBank group. 


Intimate local knowledge. A global point of 
view. A management structure which produces 
fast decisions. That's our strength. 


( 
HongkongBank 


The fees is and аала NM Woot 
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The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 
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Equator Bank 
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No other airline gives you as much as Delta. The customs and immigration facility is de- 
Delta flies nonstop from Seoul and Tokyoto signed to speed you on your way, faster than at 
Portland, Oregon. We have thru-flights from Taipei most other West Coast gateways. And Delta profes- 

to Portland. Plus convenient round-trip service sionals are at every gate, ready to help. 

between Taipei and Seoul. Together, Delta and The Delta Connection* 
Along the way, we'll treat you to Delta s award- reach more than 250 cities worldwide. With over 

winning personal service. With multilingual Flight 3,900 flights a day. That's more than any other 


Attendants and Wide-Ridé TriStar comfort. airline system. 
In America, our Portland gateway is an easy So next trip, fly Delta. When you add it all up, 
connecting point. it’s a valuable exchange. 
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Contact Delta's Reservations Office. Tokyo: Tel: 213-8781. Osaka: Tel: 243-2525. Nagoya: Tel: 561-6161. Okinawa: Tel: 61-9696. 
Guam: Tel: 477-8843. Sydney: Tel: 262-1777. Seoul: Tel: 754-1921. Taipei: Tel: 551-3656. Manila: Tel: 859-215/816-1126. Hong Kong: 
Tel: 265-875. Jakarta: Tel: 310-1351 or 310-1412. Kuala Lumpur: Tel: 232-4700. Auckland: Tel: 793-370. Singapore: Tel: 337-1730 
or 337-1731. Bangkok: Tel: 233-0566. Bombay: Tel: 244-068. 

Delta Connection flights operate with Delta flight numbers 2000-5999, ©1989 Delta Air Lines, Inc. 
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RESEARCH AND 


INNOVATION 


In the sky with diamonds 


of Sumitomo Electrics Osaka 

laboratories are worlds apart, but 
voth produce the same product — 
liamonds. But whereas most of Kimberly's 
liamonds end up as a girl's best friend, all of 
xumitomo's are likely to end up as the part- 
ver of industry. 

Diamonds have many desirable proper- 
ies. A dense array of tightly bonded carbon 
itoms makes them the hardest material 
mown to man. Diamonds conduct heat sev- 
'ral times better than copper. They are 
ransparent, as smooth as the coating on a 
Yon-stick frying pan, and corrosion resistant 
o boot. 

But with the exception of a few 
ipecialised parts such as drill bits, industry 
yas not yet been able to take advantage of 
hese properties. Diamonds are simply too 
are and, until recently, synthetic diamonds 
x sufficiently high quality have been too dif- 
icult to make. 

Natural diamonds are formed when car- 
on is subjected to the huge pressures and 
emperatures found deep under the Earth's 
iurface. To make synthetic diamonds, scien- 
ists first attempted to simulate these condi- 
ions. They surrounded a seed crystal with a 
himbleful of graphite, put itin an enormous 
жеѕѕ and zapped it with high voltage for 
lays on end. 

This brute-force method, pioneered in 
he 1950s by General Electric (GE) of the US, 
s still the principal way of making industrial 
liamonds. Then, in the mid-1970s, Soviet 
esearchers working at the Moscow Aca- 
lemy of Sciences came up with a simple 
vay of depositing thin layers of diamonds 
nto other materials without having to re- 
ort to high pressures. 

Essentially, the idea is to microwave (or 
Xtherwise bake) a mixture of hydrogen and 
nethane gas in a vacuum oven. The gas 
ondenses in the form of diamond crystals 
m top of a heated target — such as a silicon 
vafer — at one end of the chamber. 

The prospect of being able to deposit 
liamond films virtually at will (and at 
elatively low cost) is j 1 attractive 
or a variety of industries. Applications for 
he process that have been suggested in- 
lude hardened surfaces for machine tools 
ind bearings, scratch- and crack-proof air- 
raft windows and eye-glasses, ultra-sharp 
calpels (razor blades, even), crash-resistant 
oatings for hard disks, and — perhaps 
nost exciting of all — high speed, heat-resis- 
ant microchips 

As is the case so often, Japanese com- 


he grimy mines of Kimberly in 
| | South Africa and the clean rooms 
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panies have been the fastest to set about 
turning these potentials into commercial de- 
vices. Following pioneering work by 
researchers at the Japanese Government's 
National Institute for Research in Inorganic 
Materials, in Tsukuba, and attracted by the 
prospect of a predicted US$1 billion a year 
market by the turn of the century, some 25 
firms in Japan are now believed to be in- 
volved in diamond-related research. 

By all accounts, Sumitomo Electric is 
leading the pack. At the end of July it an- 
nounced that it had established mass pro- 
duction technology for large — one cen- 
timetre in diameter — synthetic single-crys- 
tal diamonds. Prior to the announcement, 
the company had been selling somewhat 
smaller diamonds to Sony, for use in the 
tweeters of some high-end loudspeakers 
(diamond, being stiff and light, is very sensi- 
tive to high frequency sound). 

In addition to obvious contenders such 
as Asahi Diamond — also in the news re- 
cently in relation to Genasystems, its newly 





established US joint venture with synthetic 
diamond pioneer GE — other Japanese 
front-runners include Kobe Steel (which 
sponsors research into thin films of 
diamond at its laboratory in North 
Carolina), Showa Denko and Fujitsu. 

In the US, while diamond science is at 
least on a par with Japan, diamond technol- 
ogy and the industrial push behind it is con- 
spicuously lagging. Apart from GE, only one 
US company is reported to be making thin 
diamond films, a Palo Alto based start-up 
called Crystallume. The firm specialises in 


FAR EASTERN ECONOMIC REVIEW 


diamond coated windows for scientific in- 
struments. 

The biggest US sponsor of diamond re- 
search is the Strategic Defence Initiative 
(SDI. The SDI people are interested іп 
diamond films for several reasons, most not- 
ably their ability to withstand the very high 
temperatures found in space while still 
operating as semiconductors. Diamond 
semiconductors would lead to a huge reduc- 
tion in the weight of satellites, up to two- 
thirds of which is currently taken up by cool- 
ing systems. An additional advantage is that 
diamond — unlike silicon — is resistant to 
radiation. 

SDI researchers working at several US 
universities have recently made significant 
breakthroughs in the production of 
diamond films. The problem for 501 now, 
given the recent cutbacks in the Pentagon’s 
budget, is to build the industrial-scale 
facilities needed to exploit these break- 
throughs. 

Japanese companies like Sumitomo Elec- 
tric do not suffer from the same cost con- 
straints. They too are interested in the heat- 
conducting properties of diamonds, but for 
earth-based rather than space-based appli- 
cations. 

Sumitomo sees diamond sensors as use- 
ful for monitoring extremely hot environ- 
ments — directly mounted on car engines, 
for example, or on the walls of reaction 
chambers — where silicon cannot be use. 
One of the two main application's for the 
company’s new diamonds is as the “heat 
sinks” used to dissipate heat, thus prevent- 
ing microchip meltdown. Researchers at 
Fujitsu predict that within a decade the 
chips themselves will be made out of 
diamond. 

Meanwhile, one major hurdle remains to 
be overcome. At present, laying down thin 
layers of diamond crystals on top of a target 
material is an agonisingly slow process. The 
best that researchers have been able to man- 
age thus far is tiny fractions of a millimetre 
per hour. Not only is the process tricky to 
control, the high temperatures — 700 to 
800°C — at which the target must be main- 
tained are too hot for most useful semicon- 
ductor materials like silicon. 

But the Japanese are past masters of pro- 
cess control, and they appear confident that 
they can crack the problem of finding suit- 
able materials. A recent Pentagon-sponsored 
report concluded that "it is just a matter of 
time until many Japanese industries begin to 
use [diamond film] technology to make 
new and improved products." 

= Bob Johnstone 
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Despite doubts by Mahathir, Malaysia s course seems set 


The next NIC 


By N. Balakrishnan in Kuala Lumpur 


ust as every developing nation seems 
eager to promote itself as the next 
newly industrialised country (NIC), 
Malaysia — a nation closer to that 
tus than almost anyone else — seems 
to have other ideas. In mid-July, Prime 
Minister Datuk Seri Mahathir Mohamad 
declared that “Malaysia does not intend to 
become a NIC." Happiness, he said, was 
more important than an economic status 
symbol. 

Mahathir was not preaching some anti- 
growth ideology for Malaysia. He seemed 
motivated by the shrewd realisation that the 
NIC label is not an unmixed blessing and that 
once so tagged, a country can expect to lose 
trading privileges, such as the reduced 
tariffs offered under the generalised system 
of preferences (GSP) that have served the 
Malaysian economy well in the past few 
years. 

In 1988 Malaysia exported M$5.4 billion 
(US$2 billion) worth of goods under GsP, an 
increase of nearly 30% from the year before. 
Mahathir does not want to jeopardise this in 
return for some fancy label from jour- 
nalists and analysts. 

But as Dr Kamal Salih, of the 
Malaysian Institute of Economic Re- 
search points out, becoming a NIC is 
not an act of volition. Others will de- 
cide whether Malaysia should be 
classed as a NIC, not Mahathir. And it 
seems inevitable that Malaysia will 
soon be dubbed a NIC, if it is not al- 
ready. 

Malaysia has always been the 
"Lucky Country" of Asia. Its soil pro- 





duces more palm oil and rubber than | $ ۶ ae U 


any other country in the world, 
though neither crop is indigenous. 
Oil wells off its coast yield petroleum 
so “light” that it commands a pre- 
mium price. Timber companies have been 
logging Malaysia's forests with such vigour 
that it is the world’s largest source of com- 
mercial hardwood. 

Unlike some commodity producers that 
have found their luck collapsing together 
with commodity prices, Malaysia's luck is 
winning a new lease of life as it adopts the 
tactics of resource-poor NICs and turns to- 
wards export-oriented manufacturing. 

Provided that Malaysia's luck holds just a 
little longer, economic data indicates that it 
will almost certainly emerge as the next NIC, 


ahead of current favourite Thailand, if by 
NIC is meant not just the accepted norm of 
per capita GNP of more than US$2,000 a year 
(which Malaysians already enjoy), but also 
wide dispersion of income. 

With the level of urbanisation higher in 
Malaysia than anywhere else in Southeast 
Asia except the Philippines and the city state 
of Singapore, and with roads, telephones and 
schools more evenly distributed than in say, 
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the Philippines or Thailand, Malaysia's claims 
to becoming the next NIC are very high. 
One of the main factors is that Malaysia 
does not have a large population of pea- 
sants entrenched in subsistence agriculture. 
Today, the “rural” people in Malaysia are, 
according to one Malaysian economist, 
“rural in abode but with an urban income.” 
The rural dweller in Malaysia is likely to live 
in a small town near a road with television, 
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electricity and have a small holding of rub- 
ber trees, whose output is priced in London 
or Kuala Lumpur. 

Malaysia's excellent physicaland manage- 
rial infrastructure is the reward for the coun- 
try's integration into the world capitalist net- 
work late last century — the result of a tin 
and rubber boom. 

Malaysia's main export items are no 
longer commodities, which still bring in sub- 
stantial revenue, but manufactured pro- 
ducts. Exports of manufactured goods grew 
28.9% in 1988 and accounted for 49% of ex- 
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port earnings, up from 33% in 1985. Unlikı 
many export-dependent economies of Asia 
which lean disproportionately on the US 
Malaysia's export markets are well diver 
sified. No single country takes more thar 
20% of its exports, while the largest share 
19%, actually goes to Singapore. The US anc 
Japan take about 17% each. 

Most manufacturing and exporting i: 
done by foreign companies which are cur 
rently fuelling a boom in foreign invest 
ments. In the first five months of this year in 
vestments approved by the Malaysian In 
dustrial Development Authority (MIDA 
amounted to M$3.79 billion, an increase o 
129% from the same period in 1988. Project 
approved for the whole of last year showe 
an increase of 127% and amounted t 
M$4.88 billion. 

More significant than the investment 
are their source. No longer are funds comin, 
exclusively from the developed countries o 
the West and Japan. In the first six months o 
this year, Japan led the foreign investor 
with M$1.2 billion, but next was Taiwa) 
with M$816 million and Singapore wit! 
M$533 million. Since this takes into accoun 

only the direct industrial investment 
$ approved by МІРА, the Singapore fig 
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Chinese Malaysians reluc 

tant to invest, has alsı 
picked up strongly and projects вис! 
as the North-South Expressway аг 
expected to give a continuing boost 
even if there is a slowdown in foreigi 
investment. 

Current NICs such as Taiwai 
and Singapore, hurt by stron; 
currencies, labour shortages an 
big wage increases, seem to hav 
recognised that Malaysia is at th 
same stage of development that they wer 
in about a decade ago, and are exploitin; 
that fact. Thailand remains the favourite de 
stination for Taiwan investors, but Malaysia 
now No. 2, is soon expected to overtake it 
neighbour. 

Unlike the situation in Thailand, the for 
eign money is not all pouring into the are: 
around the capital city, though the Klan, 
Valley surrounding Kuala Lumpur is i 
major centre for heavy industries and mam 
locally owned operations. Penang in th 
north is a major world centre for electronic 


ocal investment, which wa 
| lacklustre for a decade, witl 
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products, and is augmenting its traditional 
investment from US multinationals with in- 
vestments from Japan and Taiwan. Johor in 
the south has overtaken the Klang Valley as 
the favoured destination for foreign money 
and is being transformed into the second 
most industrialised part of Malaysia in a 
span of three years. 

Foreign investors search for an optimum 
combination of good infrastructure, political 
stability, low wages and a cheap currency. 
south Korea, Taiwan and Singapore meet 
the first two requirements but their wages 
are no longer low. 

Indonesia and the Philippines have 
plenty of cheap labour but have poor infra- 
structure. But Malaysia, where manufactur- 
ng wages are about half those of Singapore 
and much less than those of other NICS, also 
nas infrastructure, and a relatively 
well-educated, English-speaking labour 
Force. Malaysia has the chance to remain the 
darling of investors until its wages and cur- 
rency rise to the level of other NICs or its in- 
frastructure becomes overburdened, or 
»oth. Most observers expect this to be at 
east two years off. 

When it comes to currency, which deter- 
mines the relative value of everything from 
wages to land for the foreign investor, the 
"inggit remains undervalued despite a small 
appreciation in the past few months. In the 
»ast three years it has depreciated by about 
50% against the yen and about 24% against 
he won and the New Taiwan dollar, which 
explains the attraction of Malaysia for inves- 
bors from these countries. The ringgit has 
also dropped about 12% against the US dol- 
sar in the same period. 

It is not just wages which are cheap in 
malaysia. Industrial land close to good in- 
wrastructure, selling at about M$6 a ft, is not 
wnly cheaper than in Taiwan or South 
‘Korea, but also Thailand and in many cases 

*heaper even than in Indonesia and the 
Philippines. A number of Taiwan investors 
ire believed to have decided that the price of 
and alone was enough attraction to invest 
» Malaysia. 
The low price of land reflects the low 
tion density of Malaysia which has 
bout 17 million inhabitants, of whom 15 
wnillion are in Peninsular Malaysia. The 
wountry has an area of 329,758 knv, giving it 
‚ population density of just 53 per km2, less 
han in most NICs and would-be NICs. Even 
1 the case of Indonesia, which has a lower 
weverall density than Malaysia because of 
many thinly populated islands, the crude 
»»umbers hide the fact that Java, where most 
wf the infrastructure has been developed, is 
—zrossly overpopulated. 

Malaysia's small overall population may 

so be an advantage. The Peninsular 

Aalaysian population of about 15 million is 
Ess than three times that of Hongkong and 
ess than six times that of Singapore. This 
may be a drawback over the very long term, 
iwecause of the small potential domestic mar- 
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ket. But for now it means that the amount of 
capital needed to push Malaysia into NIC 
status is much less than is needed to achieve 
a similar advance for the 172 million Indone- 
sians or 58 million Filipinos or 54 million 
Thais. 


espite the impressive economic 
data, Malaysia's economic 
achievements do not win as en- 


thusiastic a reception as those of 
other Asian countries. Perhaps this is be- 
cause Malaysia is neither overflowing with 
foreign reserves and trade surpluses as the 
very rich East Asian nations nor with 
underemployed poor, which some analysts 
are fond of referring to as a “large potential 
domestic market.” 

Malaysia's problem may be that it is too 
solidly in the middle ground, which excites 
neither those looking for the South Korea - 
like cutting edge performance nor the vis- 
ionaries looking for silver linings in the dark 
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clouds surrounding Vietnam or Burma. 

Malaysia’s image problem may also be 
a case of familiarity breeding contempt. 
Malaysia’s equity market, for example, 
is almost completely open to foreign 
investment, unlike Taiwan or South Korea, 
and many European countries. But as 
one British investment banker put it: “If 
you are from London and if you can set 
up a broking outfit in Taiwan, [South] 
Korea or Thailand you will be a star over- 
night, whereas every broker in town and his 
father have been buying and selling Malay- 
sian stocks for a long time. Malaysia offers 
no challenge.” 

Apart from perception and other intangi- 
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bles, Malaysia’s current economic perfogm- 
ance does not excite even knowledgeable 
outsiders because they have seen the econ- 
omy zoom ahead in the early 1980s, then fall 
into severe recession in 1985-86 as commod- 
ity prices collapsed in the midst of a 
worldwide economic boom. 

K. S. Jomo, from the Institute of Ad- 
vanced Studies in the University of Malaya, 
who has watched the recent ups and 
downs, says that “at the height of the last 
commodity boom in the early 1980s, no one 
believed that there could be bust a few years 
down the line. And in 1986 no one wanted 
to believe that there was a revival coming in 
a year. Now again almost everyone seems to 
feel that the boom will go on for ever.” 

So there is a suspicion among many who 
do not realise that the current boom is based 
on a much wider base than commodity 
prices, that this may also be a flash in the 
pan. Since commodity prices and prices of 
electronics and other export-oriented manu- 
factures often move in different cycles, the 
current economic position has more buffers 
than before. 

While investment analysts and есо- 
nomists talk enthusiastically about Thai- 
land as the next NIC, Malaysia's per capita 
GNP based on data to end 1988, at US$2,079, 
is nearly twice that of Thailand. If one takes 
into account the boom of the first half of 1989 
and the fact that the ringgit is undervalued, 
then itis now more than that. Malaysia's per 
capita GNP is about three times that of the 
Philippines and about six times that of In- 
donesia. 

There is little chance of the gap in per 
capita income shrinking in the near future. 
Malaysia’s GDP growth rate last year, at 
8.196, was the best in a decade. And 
economists are revising 1989 growth projec- 
tions upwards to 8.5% from 7.5%, and are 
projecting 6-7% growth for 1990, which 
should give Malaysia the best growth in 
Asia after Thailand. 

As travellers who have been caught in 
the traffic jams of Bangkok or Manila, or in- 
dustrialists who have experienced the de- 
lays at the Bangkok port can testify, the in- 
frastructure of Malaysia is so good that it is 
almost up to developed country standard. 
What is more, the infrastructure is of even 
quality throughout the country and does not 
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deteriorate outside the capital city, as it often 
does in Thailand, the Philippines and In- 
donesia. 

Given all these positive factors, Ma- 
laysia's ascent to NIC status should have 
come sooner, certainly sooner than Thai- 
land but for the policy of import substitution 
that the government adopted in the early 
1980s. It is generally acknowledged to 
be a mistake that consumed perhaps 
M$5 billion in resources. And then of 
course there is the New Economic Policy 
(NEP) and the attendant requirement 
of ethnic employment quotas that so 
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ECONOMIES 2 


Electronics transforms the face of Malaysia s industry 


Chips of change 


By Car! Goldstein in Penang and Kuala 
Lumpur 


30-minute drive through the Penang 
A Free Trade Zone seems like a canned 
tour of the world’s electronics indus- 
try. It is an impressive demonstration of the 
role electronics has already played in 
Malaysia’s economic transformation. Now, 
changes in the structure of that industry are 
giving Malaysia a chance to develop a 
deeper and more fully integrated manufac- 
turing base which will thrust the country 
even more quickly into NIC-dom. 

In Penang, lined up in neat rows of al- 
most identical single-storey factory build- 
ings are the US firms National Semiconduc- 
tor, Motorola, and Intel; nearby are Grundig 
and BASF of West Germany; then Sony and 
Hitachi of Japan, France's Thomson-CSF 
and Canada's Northern Telecom. 

Itis a similar picture in Petaling Jaya, near 
Kuala Lumpur, in the newer Shah Alam in- 
dustrial estates of nearby Selangor state, 
where former palm-oil plantation land has 
been turned into factories, seemingly over- 
night, or further south along the peninsula 
in Malacca or Johor. 

For many years, the electronics industry 
has been the driving force behind Malaysia's 
changeover from a commodity producer to 
a manufacturing power. It is now the 
world's biggest exporter of semiconductor 
devices and the third-largest producer, after 
Japan and the US. While industries such as 
rubber products and textiles have gathered 
steam, electronics is holding on to its leading 
role in the Malaysian economy. 

The industry's total 1988 exports of 
M$14.7 billion (US$5.5 billion) amounted to 
56% of all manufactured exports, according 
to official Economic Planning Unit figures. 
In 1980, the share was 48%. Over the 1980-88 
period, manufactured goods' share of the 


nation's total exports grew from 22% to 49%, 
so clearly electronics more than held its do- 
minant role, even in the most dynamic sec- 
tor of the economy. 

But the internal dynamics and structure 
of the industry are changing in important 
ways. One source of change is the rising im- 
portance of consumer electronics in a sector 
long dominated by components manufac- 
ture, especially semiconductors. Another is 
the big influx in the past year of small and 
medium-sized firms from Taiwan, and 
more recently, Hongkong. These com- 
panies are changing the face of an industry 
that mainly consisted of the big names of the 
US, European and Japanese electronics in- 
dustry. The newcomers are drawn to 
Malaysia to escape high wages at home and, 
in Taiwan's case, the effect of its strong cur- 
rency on export competitiveness. 

Starting in the early 1970s, major US 
semiconductor makers began moving more 
labour-intensive assembly to Penang and 
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many multinationals found so irritati 

Import substitution policy has seen 
new initiatives in the past three years. 1 
even possible that in the next few ye 
many of the projects set up under the pol 
may turn out to be more viable than ma 
critics feared. And since late 1986 almost 
NEP requirements have been waived for 
port-oriented manufacturing industri 
Barring that old bug bear, “major exter 
shock,” there seems to be little that can st 
Malaysia as it marches towards becomi 
the next NIC, whether or not Mahathir 


publicly willing to recognise it. 


later, other places. They were followed so 
after by some of their Japanese competito 
Together, these firms lifted Malaysia to 
current leading role in the world semicc 
ductor industry. By 1987, components 

mostly integrated circuits — accounted | 
80% of Malaysia's total output of electro: 
and electrical goods. 

But in the past three years, the Japane 
electronics giants such as Matsushita, So 
and Sharp, driven offshore by the apprec 
tion of the yen, have rapidly expanded th 
operations in Malaysia. The earlier wave 
Japanese investment in the 1960-70s h 
mainly sought to exploit the small domes 
market. Now, Malaysia is shaping up tot 
come a key export-oriented production be 
for consumer goods such as colour TV se 
audio products, airconditioners, and vid 
cassette recorders (VCRs) which is expect 
to raise rapidly consumer electronics’ sh: 
of total electronics output. 

In mid-August, Osaka-based Matsush 
announced plans for a new M$100 milli 
airconditioner plant to be built near Ku: 
Lumpur that would export some 300,0 
units a year back to Japan. Already tl 
biggest electronics manufacturer in Mala 
sia, with eight factories making a varie 
of consumer electronics and electric 
appliances, the new venture would bri: 
the firm's total investment in Malaysia 
M$900 million. 

"What we formerly made in Japan f 
export, such as gas cookers, water heater 
vacuum cleaners and colour televisions, o 
factories here will export on behalf of o: 
plants at home," said Kaz Nakajima, ma 
aging director of Matsushita Sales & Se 
vices, the firm's marketing arm. As an exar 
ple, he cited Matsushita Television C 
(Malaysia), a M$100 million plant in tl 
Shah Alam industrial estate that began pn 
duction in April. Under a recent corpora 
reorganisation plan, the plant has becom 
one of the firm's four worldwide centres fi 
making colour televisions. 

Sony also has embarked on a drive | 
move more of its production oversea 
Malaysia is getting the biggest piece of tk 
portion destined for Southeast Asia. Whi 
Thailand has not been neglected, with thre 
new factories opening between 1988-90 - 
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naking video cassettes, colour televisions 
nd semiconductors — Malaysia was cho- 
en for four new ventures worth about 
4$200 million. Meanwhile, the existin 
юпу Electronics plant in Penang wil 
nore than double its output of hi-fi audio 
quipment. This brings Sony’s total invest- 
nent in Malaysia to more than M$300 mil- 
on. 

One of the new plants, Sony Mecha- 
ronic Products, which is due to start pro- 
luction in early 1990, will be the first outside 
f Japan to make micro-sized floppy disk 
lrives. Output from this and other new 
lants will be exported to Japan, North 
\merica and Asian markets. “Malaysia has 
'ecome Sony's biggest manufacturing base 
n Southeast Asia," said a Kuala Lumpur- 
ased Sony executive. 

Sharp, the No. 2 electronics manufac- 
urer in Malaysia, is also stepping up new 
nvestments, particularly in colour television 
woduction. Like Matsushita, Sharp has just 
nade Malaysia one of four worldwide pro- 
luction centres for colour television manu- 
acture and is also shifting some re- 
earch and development functions 
rom its Osaka headquarters. 


Taiwan are signalling their 

determination to make a new 
some in Malaysia alongside the 
onger-established big boys. This 
sew influx can be seen most clearly in 
'enang, where the majority ethnic 
“hinese population offers a friendly 
nvestment environment. In the first 
па! of 1989, 20 of the 41 land pur- 
hase agreements signed by foreign 
ютрапіеѕ with the Penang Deve- 
opment Corp. (PDC), which man- 
‚рез the free-trade zone, were from 
'aiwan. Electronics ventures com- 
prised the largest share of these. 

Nationwide, Taiwan investors 

anked second only to the Japanese 
ast year (in all industries), with 
A$830 million of approved invest- 
nent, compared with M$1.2 billion for the 
apanese. For most Taiwan firms, it is their 
arst overseas factory. One such firm, For- 
nula Electronics from the Taipei suburb of 
Isintien, only began production late last 
sear, but already has some 1,500 workers 
naking answering machines and cordless 
elephones. A company official said the firm 
was so delighted with the productivity of its 
workers — who earn the equivalent of about 
JS$4.60 a day, compared with US$20 in 
aiwan — that expansion plans were being 
xplored. 

Officials at the PDC and the Malaysian In- 
ustrial Development Authority report a 
ood of inquiries from Hongkong manufac- 
arers in the wake of the bloodshed in Pe- 

"ng. The Hongkong Electronics Associa- 
won sent a mission to Malaysia in late July. 
The investment environment and the price 
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are right in Malaysia," said Charles Chap- 
man, the association's executive director, 
though he said it was too soon to say how 
many companies would actually move 
there. 

While most Hongkong-based electronics 
makers are likely to maintain existing pro- 
duction levels in southern China, given 
heavy financial commitments already made, 
expansion elsewhere is likely. Malaysia, 
with its well-developed infrastructure and 
relatively cheap wages, would be well- 
placed to get the biggest share. Its biggest 
competitor for the foreign investment dollar 
is undoubtedly Thailand, which continues 
to record rising levels of foreign investment. 
But amid increasing fears among some for- 
eign companies that Thai port, road and 
telecommunications are reaching satura- 
tion, the evidence points to a turn towards 
Malaysia. 

The deepening of Malaysia's electronics 
industry, shown by the increased output of 
consumer electronics and the entry of many 
smaller firms, could have a number of con- 
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sequences. One may be to boost efforts by 
some semiconductor makers to upgrade 
their operations from simple assembly and 
testing to setting up wafer fabrication 
facilities — the plants that make the actual 
silicon chips, the guts of semiconductors like 
integrated circuits. So far, only Motorola and 
National have gone this route, but both are 
fairly low-tech operations. Intel had two 
years ago trumpeted its plans to set up a 
state-of-the-art wafer fab in Penang, but ac- 
cording to industry sources, has since indefi- 
nitely postponed the move. 

A key stumbling block has been the ab- 
sence of a big end-users market in Malaysia 
or nearby countries. This is in contrast to 
Taiwan and South Korea, where high vol- 
ume production of computers and other of- 
fice automation equipment provides a ready 
market for burgeoning chip industries. 
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But the growth of the consumer elec- 
tronics industry in Malaysia promises to 
change that. Modern televisions, VCRs and 
even telephones are packed with memory 
chips and other kinds of integrated circuits. 
As Malaysia produces more of these, the 
logic of establishing expensive wafer fab 
plants will become more persuasive. 

Roger Bertelson, Motorola's managing 
director for Malaysia, and Jerry Lee of Texas 
Instruments suggested that several com- 
panies may band together to build a sophis- 
ticated wafer fab. The investment would 
probably exceed US$200 million. No one is 
saying that such a move is imminent, how- 
ever. Meanwhile, the industry is going 
ahead with a five-year investment prográm- 
me that will plow M$1.5 billion in new funds 
into the 16 firms comprising the Malaysian 
American Electronics Industry (MAEI) associ- 
ation. 

Another consequence of the deepening 
of the industry is the improved industrial 
infrastructure. Several manufacturers re- 
ported that they were now able to source 
locally certain key components that 
formerly had to be imported from 
. Е Singapore, Japan or Taiwan. 

The rapid influx of new firms is 
putting pressure on land availability, 
however, especially in Penang. The 
free-trade zone has already run out 
of space, and companies are queue- 
ing up to buy newly reclaimed land 
— or in some cases, land that does 
not yet exist. Yet no one seems too 
worried. Giant dredgers are at work 
reclaiming land at the rate of 24 ha a 
month. 

Perhaps more worrying in the 
long term is labour supply. Already, 
Penang-based firms are busing 
in workers from neighbouring 
Kedah state. But this is partly be- 
cause of the strong preference by em- 
ployers for young women between 
the ages of 18 and 25. Asked why, 
the answer is usually that young 
women are more patient on the as- 
sembly line than men and more dextrous at 
detail work. But cynics think it may also be 
related to the belief that women are more 
docile — and thus less likely to join in the ef- 
fort by some workers to set up an industry- 
wide electronics workers union. 

Lee Kim Sai, then minister of labour, 
kicked up a fuss earlier in the year when he 
said electronics workers might be allowed to 
form unions, in contrast to current practice 
that prohibits unionisation in the industry. 
In the wake of an outcry from the industry, 
and what industry sources describe as quiet 
lobbying by the MAEI, the government back- 
ed off. The situation remains unclear — so 
far, only one union, at the RCA plantin Kuala 
Lumpur, has been registered with the au- 
thorities, but no election has been held to de- 
termine its degree of support among the 
workers. а 
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Doubts about political stability are exaggerated 





espite Malaysia’s economic endow- 
ments, it fails to fire the imaginations 
of investment analysts in the same 
way that Thailand and even the Philippines 
do. 

Some commentators have suggested 
that political stability is a problem. But the 
lasf time Malaysia was shaken by political 
unrest was in 1969 when ethnic riots broke 
out. They led to the adoption of the New 
Economic Policy which has sought to al- 
leviate poverty and redress imbalances in 
wealth between Chinese and Malays. Since 
then, the country has had fair and free elec- 
tions and changed prime ministers peace- 
fully. 
Thailand, which is considered a model of 
political stability among would-be Nics, had 
its last major violent change of government 
as recently as 1976. And the intervening so- 
called “peaceful” coups have not been as 
peaceful as sometimes thought. The last at- 
tempted coup four years ago left 10 people 
dead. As for the Philippines, the turmoil as- 
sociated with the overthrow of former presi- 
dent Ferdinand Marcos and subsequent mi- 
litary interventions are known only too well. 

Others point to the multi-ethnicity of 
Malaysia's population as a long-term politi- 
cal liability. On this score, Thailand is given 
high marks for its national cohesiveness and 
success in integrating the dynamic Chinese 
community. While the Malay and Chinese 
ethnic mix does make for political tension in 
Malaysia, it can be argued that ethnicity in 
politics is now less important than at any- 
time since independence in 1957. 

For instance, the party that once rep- 
resented most Malays, the United Malay 
National Organisation, now depends on 
Chinese votes for crucial support. The sup- 
posed champion of the Chinese, the Demo- 
cratic Action Party, is in an electoral alliance 
with the Islamic fundamentalist Parti Islam 
with the needs of compromise potentially 
cancelling out each party's extremism. 

Observers say that these electoral al- 
liances, along with the booming economy, 
have blunted ethnic antagonisms. Such ten- 
sions are unlikely to disappear altogether, 
however. After all, even in parts of Europe 
and the US, they still form a potent political 
force. 

This is not to deny that the arrests of 
more than 100 political activists in 1987 or the 
moves against the judiciary last year have 
not been politically regressive. But in South- 
east Asian terms, the Malaysian political 
scene is one of relative peace and pluralism. 
Despite nostalgia for the era of Tunku Abdul 
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Stable and able 


Rahman, the first prime minister, among 
many non-Malay intellectuals, Malaysian 
society is more pluralist now than it was in 
the 1960s under the Tunku. 

For various ill-defined reasons, analysts 
still consider Malaysia a much bigger risk 
than neighbouring Singapore which is given 
ratings close to those of Switzerland. But in- 
dependent Singapore, founded and ruled 
by Lee Kuan Yew for the past 30 years, has a 
muzzled press and a controlled opposition, 
while Malaysia has demonstrated its capa- 
city to change leaders peacefully, and has a 
freer press and political climate. 

There are, in fact, good reasons for giving 
Malaysia and Singapore the same risk rat- 
ing. For any political or ethnic upheaval in 
either Malaysia or Singapore would be sure 
to affect the other for historical and geo- 
graphical reasons. 

Perhaps more inexplicably, the absence 
of the military in Malaysian politics, in a re- 
gion where a country's armed forces have 
either strong direct or indirect influence over 
government, is not seen as a stabilising fac- 
tor. Even in Europe, the military has been 





more of a force in politics (Spain, Portugal 
and Greece) than it has in Malaysia. Neigh- 
bouring Singapore has two generals in its 
cabinet. 

If politics cannot account for the down- 
grading Malaysia suffers in the eyes of NIC 
watchers, perhaps it is the country's own 
perception of itself — it does not want to be 
or be seen to be à NIC. 

The reluctance of the Malay élite to em- 
brace the NIC label is more than a mere prag- 
matic concern about the implications of such 
status for Malaysia's position in the world 
economy. They fear that if Malaysia was to 
be completely free of state intervention, at 


FAR EASTERN ECONOMIC REVIEW 


least in the short run, the Chinese, in co 
junction with the multinationals, would er 
up owning the economy, reducing ethr 
Malays, in the process, to — as Malay poli 
cians are fond of saying — the status of tl 
Red Indians in the US. 

Some analysts suspect that Malaysia's » 
luctance to become a NIC may also be part 
due to a reluctance on the part of Mala 
sia, or at least Prime Minister Datuk S« 
Mahathir Mohamad, to allow the world 
examine the country's social and econon 
policies. 

In his recent speech on why Malaysia d 
not want to be a NIC, Mahathir said that aft 
the label was attached to a country, not on 
were its trading privileges with industri 
nations removed, but also its human righ 
record came under scrutiny. Despite su« 
concerns, Mahathir is not preaching son 
anti-growth Islamic ideology. He stressed i 
his speech that Malaysia was interested · 
growing but said he "did not want the tit 
[NIC] and what goes with it." 

If Malaysia gained NIC status, it woul 
have important implications for develo; 
ment thinking. Just as the emergence : 
Buddhist Thailand has undermined tl 
theory that Confucianism is a prerequisite : 
becoming an Asian NIC — the so-calle 
chopstick theory of development — tt 
emergence of Malaysia would test tho: 
theories which similarly hold that ethn 
homogeneity is a prerequisite for econom 
development. Malaysia may soon becorr 





Mahathir; Malaysian Chinese Association headquarters: crucial support. 


the first multi-ethnic NIC. Singapore 
which can claim the status, has chose 
to emphasise its supposed Confucian heri 
age. 

Perhaps more importantly, Malaysia wi 
be the first NIC where the dominant ethni 
community will be Islamic, and one whic 
will achieve a high income for Muslim 
without too much help from oil. Islam is n 
more other-worldly than other religions. Ye 
many have been sceptical about the possibi 
ity of fusing Islam and non-resource-base 
economic development. Malaysia’s emei 
gence as a NIC may challenge that assump 
tion. = N. Balakrishna’ 
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. То: The China Phone Book Co Ltd, СРО Вох 11581, Hong Kong 
` Please rush me copy/copies of the China Phone Book as indicated: 


* Andmany other business Categories 


SP E RR RE ORC 
(Please print in Block Letters} 


COMPANYS eee e tt a I IR t I ттан 
SS es TO eS talia eer 
о China Phone Book 1989 ‘Autumn/Winter Edition. 

Price: Hong Kong: HK$375, Elsewhere: US$62 linclusive of айттап postage). 

No. of copies: . 


China Phone Book 1989 er and 1990 Spring/Summer Editions 
combined set at 15% savings. Send 1989 Autumn/Winter Edition immediately and 
1990 Spring/Summer Edition immediately upon publication in Jan 1990. 

Price: Hong Kong: HK$638, Elsewhere: US$105 cnclusive of airmail postage’. 


No. of sets: . 
DIenclose . M 
Book Co Ltd 


CH prefer you charge s. 


án n payment thereof ( ‘cheque payable to The China Phone 


to my credit card (tick one): 


юл am wm mm иш GER MUR шш шиш ыш эп шш ши шш эш ип UN m эш иш эй 


[1 American Express [1 Diners Chıb O Master Card O Visa 
Card No: „ Жур. Date: ae 
Signature: an t rar t ta t ne pes 














BUSINESS AFFAIRS 





ECONOMIC MONITOR: 





TAIWAN 


Trade surplus rebounds 


aiwan's economy is feeling the 

inflationary effects of several 

years of high money-supply grow- 

th, but exports have maintained 
momentum thus fending off a feared reces- 
sion. 

The economy grew at 7% last year and 
has kept up a 6.5-7% pace in the first two 
quarters of 1989 as exports have continued 
stronger than expected. Many economists 
still regard the government's prediction of 
7.176 for the year as probably too high, how- 
ever, 

With the help of continued strength in 
the US economy, exporters have fought off 
the burdensome effects of currency appreci- 
ation, tariff cuts and higher labour costs. A 
credit squeeze by the central bank also 
seems to have left many businesses un- 
scathed as they have tapped other sources of 
finance. 

The result is that Taiwan's nettlesome 
trade surplus is on the rebound, which 
could bring another round of currency ap- 
preciation against the US dollar — the cur- 
rent rate is NT$25.66:US$1 — if the US 
Treasury Department resumes political 
pressure for revaluation. 

Taiwan's exports in the first seven 
months of 1989 were US$38.5 billion, im- 
ports were US$30.6 billion, leaving a US$7.9 
billion surplus — 48% larger than for the 
same period last year. Exports grew at 11.8% 
while imports gained a mere 5.1%, com- 
pared with 1988 when export growth of 
16.9% was greatly overshadowed by a 
55.7% growth in imports. The decline in im- 
port growth may have been the result of the 


government's greater attention in 1988 to 
lowering trade barriers. 

Export growth has slowed most among 
labour-intensive, downstream products. 
Businesses have been quick to shift from 
low to higher value-added products and to 
move labour-intensive production, such as 
shoes and garments, to Southeast Asia and 
China to take advantage of cheaper land and 
labour. Exports of electronic products grew 
31% for January-July period while gar- 
ments, food products and plywood had a 
negative growth rate. Some intermediate 
products have shown new strength as man- 
ufacturers have been successful in markets 
in Southeast Asia. 

While the economy has benefited from 
businessmen’s rapid response to the chang- 
ing pressures, the restructuring of the econ- 
omy — especially the rapid growth of the 
service sector — is exacerbating the labour 


Anxieties over inflation 
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shortage. The basic wage in Taiwan ha: 
grown 12% in the past year, to NT$17,90( 
(US$663) a month. 

Taiwan financial authorities in Marct 
flagged inflation as their greatest concerr 
when they began a three-month credit 
tightening programme to bring dowr 
money-supply growth.  Money-supply 
growth has slowed abruptly from 30% tc 
below 10% as a result. 

The commodities price index (CPT 
growth rate, the inflation measure used by 
the Taiwan Government, fell to 3.9% in July 
after topping 5% for the second quarter. The 
government is currently predicting CP 
growth of 3.9% for the year. But Taiwan's 
CPI is an inadequate measure of broader in- 
flation, especially in non-tradable good: 
such as housing, services and wages, say 
private economists. 

Housing prices have become a hol 
political issue for the government. This 
is partly because of national elections 
in December, but also reflects underlying 
reality: land prices have risen as much 
as 250% over the past 30 months in some 
places. An effect of higher housing prices 
has been a noticeable widening of the 
wealth gap. 

Taiwan has had success narrowing th« 
huge gap between savings and investmen 
as the savings rate has declined from a 40% 
peak in 1987 to a projected 31% for 198% 
Government planners are hopeful that the 
decline in the savings rate will translate int 
gains in domestic demand to help offset а 
decline in export demand. 

m Jonathan Moore 
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Australian miner almost doubled sales and ea: 
diamond Sales, and higher world gem prices 
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In Seoul one hotel brings 
a sense of Korea's past exquisitely 
into its present. 





The quiet grace of Korea's most impressive 
business address follows an ancient sense 
of purpose. Behind l4th Century walls 
and surrounded by wooded gardens, the 
Shilla is singularly dedicated to the 
consummate support of the business 
traveller. A place where attention to detail 
is still taken to traditionally cherished 
extremes. 





Seoul, Korea 


one of The Jeading Hotels of thé World” 


202. 2-Ga, langchung-Dong. Chung-Ku, Seoul, Korea 
fel: 2303-114, 233-3131 Tix; SHILLA K24160 Fax: 233-5073 


rvations; *Hotel Shilla Sales Offices: New York (800) 221-2094. London (01) 862-9331. Tokyo (03) 586-7571, Osaka (06) 271-7571. *The Leading Hotels of the World 
! Kong (5) 483-928. Singapore (65) 737-9955, Sydney 233-8422. Tokyo (03) 797-3631. Utell International. Nikko Hotels International (Japan Airlines Offices) or contact Utell nido oie 
nearest travel agent. *Airline Access Codes: APOLLO LW 8419. SABRE LW 4748. PARS LW 01808. DATAS 1 LW 1808. DELTASTAR UI 1211. SHARES UI 2644 International тти 
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THE BEAUTY OF THE PHILIPPIN 


YA) A world you didn't think 
existed. But it does, right her: 
the island paradise of El Nido. Where tr: 


cal nights rain stars. Dazzling blue wa 
beckon to the pristine white sands bleacl 










en whiter by the sun. And coconut trees bend 
listen to the waves. Where life is an idyll and 
iiles are dreamy. 

n Philippine Airlines, the sun shines through 
1 every flight. Forget all worldly concerns and 


RBA (SiVIAY 


bask in the sunlight of the warm smiles and 
caring ways of our flight stewardesses, Trish 
and Michelle. It's almost like paradise. 
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| : Clark, Inc. — iE Bit Manager. 
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he stockmarket might seem an un- 

likely forum for political intrigue. 

But Malaysia's new United Malays 

National Organisation (Umno), 
1e dominant party in the ruling coalition, 
eeds cash to fight a general election, due by 
xpril 1991, and wants the market to help. Its 
trategy is to monetise or raise cash on its as- 
ets, as these are recovered from the official 
ssignee who was given control of them 
бег the predecessor version of Umno was 
leclared illegal. 

The action focuses on construction com- 
апу United Engineers (Malaysia) (UEM), its 
O%-held subsidiary Projek Lebuhraya 
Jtara-Selatan (Plus) — which owns the con- 
ession to build the M$5.2 billion (US$1.9 bil- 
on) North-South Expressway — and Time 
Engineering. This somewhat obscure con- 
racting company has been singled out — 
"inderella like — for fame and ignominy. 

The ball started rolling when Hatibudi 
Nominees, a holding company that appears 
о be the new Umno's investment vehicle, 

wapped M$37.5 million convertible UEM 
зап stock for shares and loan stock in Time. 
Эп conversion, the loan stock gives Time a 
Mrategic 30% stake in UEM. Plus has also 
awarded Time a M$400 million supply con- 
wact, while the group's asset and capital 
base has shown a quantum leap. For good 
ineasure, Time is also buying development 
»roperty that will enable it to diversify its 
earnings. 

But Hatibudi gets the cash — on terms 

hat grossly discriminate against Time. 

Jatibudi has swapped UEM loan stock yield- 
ing M$3.7 million in annual interest for Time 
toan stock that yields M$13.3 million yearly 
interest. 

Hatibudi also gets new Time shares 
equal to 33% of Time's enlarged capital. Of 
tourse, Time's existing shareholders will see 
heir interest sharply diluted. Hatibudi will 
Bhus graciously offer Time shareholders part 
»f the Time loan stock issue. 

Philanthropy apart, this offer nets 
Jatibudi a further M$107 million cash. But 
Jatibudi still retains shares and loan stock 
which on conversion give it a 52.6% stake in 

Mime. Existing shareholders see their hold- 

ing slashed from 100% to 41.2%. They get 

so alternative choice of a general offer from 
Taitbudi. 

One might think this would send Time's 
share price crashing to the floor. Not a bit of 
i. In a triumph of speculation over funda- 
snentals, Time's share price doubled from 
»»1$2 when the deal was first announced at 
-nd-July to M$4, before easing to a current 
9,193.70. 


SEPTEMBER 1989 





es 
ie «айыл сый. See) ووا‎ a жыз. С دد‎ 


SHROFF 


— d m — D 


The upsurge was predictable, as the 
paper shuffling depends on a booming 
share price to entice Time shareholders to 
subscribe to convertible Time loan stock. 

The affair raises three salient questions. 
Can Malaysia's stockmarket develop into а 
capital market that might befit a newly in- 
dustrialised country (NIC)? Is Time's 30% 
stake in UEM, and promise of further govern- 
ment-guaranteed Plus contracts, worth the 
loss of its commercial independence? And 
what will happen to UEM itself? 

Cynics say UEM's profitable bits will be 
gouged-out in order to raise more money for 
Hatibudi. (Plus itself is seen as inviolate, 
owing to bankers’ covenants on its loans.) 
By contrast, the optimists praise UEM'S 
M$146.5 million bid in August for Cement 
Industries of Malaysia (REVIEW, 31 Aug.) as 
an operationally sound move that marks 
UEM's growth into a professionally managed 
company. Managerial competence, how- 
ever, is useless if UEM is forced to carry a crip- 
pling debt load. 

Investors must thus follow Hatibudi for a 
lead. The Umno company now holds signi- 


After Landmarks’ fall 
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ficant stakes in UEM and Time, but will prob- 
ably dilute these holdings to raise cash. That 
could prove highly bearish for both. Time 
would be hurt by any asset stripping of UEM. 
Meanwhile, cash benefits from its Plus 
contract will be dissipated by interest 


on loan stock held by Hatibudi and 
others. 

The lesson is that Umno should run its 
companies as businesses, not feudalistic 
cash-raising fiefdoms. If the government is 
serious about modernising the country's 
capital markets, as part of turning Malaysia 
into a NIC, it will desist from future shabby 
deals such as UEM/Time. Whatever Umno's 
possible monetary benefit, this deal has 
hurt foreign institutional perceptions of 
Malaysia. 


Meanwhile, the Fleet group — another 
Umno vehicle with a miserable record in 
managing the Faber Merlin hotel group 
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Umno's cash call 


— is in the midst of its own shabby deal. 
Fleet and the Urban Development Author- 
ity together control Permodalan Peremba, 
which holds a strategic stake in listed 
property company, Landmarks Hold- 
ings. 
Peremba has joined forces with Golf As- 
sociates, a company controlled by most of 
Landmarks’ directors, to inject the loss-mak- 
ing Saujana Resorts into Landmarks. Need- 
less to say, Peremba and Golf Associates do 
very nicely out of the deal. Landmarks is 
buying 75% of listed Saujana Resorts, which 
comprises a hotel and golf course, at a 
grossly inflated price. 

Landmarks will also bail out Golf As- 
sociates by taking over M$52.5 million of 
Golf's debt. The debt was amassed in prom- 
oting Saujana’s attractions. Landmarks will 
issue new shares as payment for Saujana, 
boosting Peremba's holding from 29.5% to 
43%, Peremba's increased stake nominally 
activates the takeovers code's general offer 
clauses. But Peremba wants a waiver which 
will doubtless be granted. 

The directors value Saujana Resorts at 
M$139 million, which looks steep consi- 
dering its losses. The golf course, for in- 
stance, appears to be priced at M$3 per ft, 
whereas surrounding residential land sells 
at M$2 per Ё. 

The vendors have not said if a profes- 
sional property valuation was carried out. 
But, based on the directors' estimates, Land- 
marks' new shares are being issued at an ab- 
surdly cheap M$1.30 each. 

Before the deal, Landmarks old shares 
were trading at 80 M cents each. On à com- 
parable basis — Landmarks shares are being 
consolidated on a 3:1 basis as part of a 
broader restructuring — the market value of 
Landmarks new shares would be M$2.40, 
an 85% premium to the issue price in the 
Saujana deal. 

The shares have now slipped to 68.5 M 
cents, valuing Landmarks at M$2.05 or a 
58?» premium to the Saujana deal price. 
Peremba will thus earn itself a tidy profit if it 
sells Landmarks shares to the market. 

Landmarks is small fry by comparison 
with UEM/Time. But the challenge for the 
Kuala Lumpur stock exchange is clear. It 
needs to champion fair play, and to tackle 
vested interests such as Hatibudi or 
Fleet. 

Reformist talk may be just idealistic cant. 
But Malaysia’s national interest would be 
best served by turning its stockmarket into 
an open forum where investors can invest in 
the country’s economic growth. 

п Christopher Marchand 
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BUSINESS AFFAIRS 





COMPANIES 1 


Thailand's tuna giant goes fishing in the US 


Unicord's big catch 








By Paul Handley in Bangkok 


T hailand's largest tuna exporter, 





agribusiness giant Unicord, has 

strengthened its access to the US 
market by the 17 August purchase of the 
third-largest selling US brand of tuna, Bum- 
ble Bee. Unicord successfully bid US$269 
million at an auction held by Bumble Bee's 
parent, Pillsbury. 

The move was made to counter stiff US 
tariffs and quotas on imports of canned tuna 
and to protect Unicord's stake in the US 
market. To protect US canners, imports of 
canned tuna packed in oil carry a 35% tariff, 
while imports of canned tuna packed in 
brine initially carry a 6% duty. The tariff on 
the latter, which constitutes the bulk of im- 
ports, climbs to 12% after a yearly import 
quota has been filled. This rising tariff 
provokes an annual scramble for market 
share. 

Much of the competition for that 
suppliers' market share comes from Thai- 
land, the world's largest exporter of canned 
tuna. The US market takes nearly half of 
Thailand's canned tuna exports. In 1988, 
canned tuna exports to the US totalled Baht 
6.36 billion (US$247 million), while total 
canned tuna exports were Baht 12.96 billion. 


Unicord is the biggest Thai player in the 
market — in 1988 it canned about 50,000 ton- 
nes of tuna, of which more than 95% was ex- 
ported, company officials say. Sales overall 
were stated at US$160 million. 

The importance of securing a good slice 
of the US market was underlined by the 
strong turnout for the Bumble Bee auction. 
Another 14 companies put in bids, including 
major US tuna supplier Mitsubishi, and In- 
donesia's Mantrust, which itself recently 
bought into US canning capacity. Both were 
forced out of the bidding by US anti-trust 
problems. 

Unicord has in the past supplied Bumble 
Bee with tuna. Now it owns the company it 
could export prepared bulk tuna to Bumble 
Bee's plants in California. These exports 
would escape the canned tuna tariffs: bulk 
prepared fish imports get hit with only a 1.1 
US cents a kg import duty. Whether this 
is what Unicord plans to do is not yet 
clear. 

Bumble Bee, which Pillsbury itself 
bought for US$200 million in July 1988, has 
assets estimated at US$150 million, and re- 
corded sales last year of US$284 million — 
some 20-30% of the US market. In addition, 
the company has lines of pet food and cann- 
ed salmon and oysters. Banking sources be- 





COMPANIES 2 


Asian food suppliers are buying their US customers 


Lease of shelf-life 





By Johnathan Burton in New York 


mix of fear and opportunity is 
A motivating Asian food suppliers to 
purchase major US canned food dis- 
tributors, with further acquisitions likely as 
companies attempt to thwart competition 
and to protect coveted market share. 
Asian companies are major 
suppliers of fish and other foods that 
wind up in cans on US supermarket 





Several leading suppliers have decided 
that paying now fora US acquisition is better 
than paying later with a loss of business. 
Three large takeovers, none of them hostile, 
have been announced in the past 15 
months. 

The most recent was the sale in August 


lieve that Unicord president Dumri Konun 
takiet wants to double the capacity of Bum 
ble Bee’s Californian facilities. 

It is not yet clear how the acquisition fits 
in with the current expansion of Unicord’s 
operations in Thailand. Last year it launchec 
two Thai-based joint ventures. The first 
Asian-Pacific Can Co., with the US-basec 
Central States Can Co., is to produce two 
piece cans to supply Unicord (which already, 
has a three-piece can producing facility) anc 
other food canners. 

In addition, it formed Siam Tinplate Co. 
with several Japanese partners, to supply 
the can-producers. The Baht 2.4 billion join’ 
venture will make tinplate and tin-free steel. 

There are also unconfirmed reports that 
the company has held talks to secure fishing 
access to the coastal waters of India and 
Papua New Guinea. Access to good tuna 
fishing grounds is crucial, since Thai waters 
yield only a minute amount of the tuna pro- 
cessed in the country. 

Furthermore, the group, which already 
includes the well-established Betagro feed, 
poultry and pig farm operations, has recent- 
ly expanded its shrimp business. It has ex- 
panded its shrimp production and contracti 
farming, to supply existing processing 
plants, and has moved upstream with the 
purchase recently of a large shrimp feedmill. 

To help pay for all this expansion, Uni- 
cord, currently a private company, has re- 
structured its finances and tripled its regis- 
tered capital to Baht 600 million in advance 
of a public listing, expected within the next’ 
two months. At least half of Bumble Bee is 
expected to be injected into Unicord Co., the 
group's main vehicle. > 


by Grand Metropolitan’s Pillsbury unit of its 
Bumble Bee Seafoods Inc. for US$269 mil- 
lion to an affiliate of Thailand’s Unicord Co. 
In June, Singapore's Yeo Hiap Seng an- 
nounced it would pay US$52 million to buy- 
out specialists Kohlberg, Kravis & Roberts: 
(ККЕ) for the popular Chun King line ой 
Oriental food products. US regulators: 
forced KKR to sell Chun King, which came: 
with the firm's takeover of food conglomer- 
ate RJR Nabisco, because it already owned 
the market-leading La Choy brand. 
Mantrust, the big Indonesian food com- 
pany, shaped the trend in May 1988 when it* 
and minority partners including a unit of* 
Prudential-Bache Securities agreed to pay 
Ralston Purina Co. USS260 millior 


~ food Co., which distributes the Chic 


: * 1984* 1985* 1986" 1987' 1988" 1989" 

shelves. The industry has created for- Bumble Bee 141 156 160) 169 176 177 
idable players, but with little sec- a LS ~~. рц | | 

ЖЕ 2 e Chicken of the Sea 223  .189:7 7206 206 189 197 
urity for all their strength. The possi- Star ie Jum?" 353-352 942 9-358 — 359 
bility always exists that US contrac- Private label 181 9120-164 «189^ 168 | 
tors might abandon relationships, or TNT | 7 |266 
tributor and shut out a rival's pro- Source: SAMI 


ducts. 
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ken of the Sea brand of canned tuna» 
and salmon. 

These pre-emptive strikes have 
integrated Asian suppliers into thee 
more tangible sales and marketing 
side of the food processing business. 
The strategy ensures a place in US 
grocery stores for both their acquirc 
and their own products, it consoli 
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lates the competition, and not least it retains 


or the Asian suppliers the profits from the 
annery to the check-out line. "There's some 
ear that the world may pass you by," said 
in executive for one ofthe Asian-owned tuna 
xrocessors. "You don't want to be left out." 
Two of the top three US brands of 
'anned tuna are now Asian-controlled and 
ogether represent more than a third of the 
ndustry's estimated US$1.6 billion in sales. 
apanese groups have an additional 6.9% 
share of canned tuna sales. Yeo Hiap Seng's 
acquisition, which does not include tuna 
»roducts, gives it the second-largest share of 
he Asian food products market in the US. 
To acquire Bumble Bee, Unicord had to 
»utbid several major offshore competitors in 
the supplier end of the business. Terms of 
ihe deal have not been made public, but re- 
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portedly Unicord paid around 10 times earn- 


ings and financed roughly three-quarters of 
the purchase price. 

“This is the first significant acquisition of 
a US company by a Thai company," said 
Lloyd Greif, an executive vice-president 


with Sutro & Co., the San Francisco-based _ 
investment banker that represented Uni- 


cord. “It will certainly not be the last.” He 
indicated that Unicord is scouting for other 
purchases. | Е 
Mantrust seems to have taken on the 
most difficult task. Van Camp had a rocky 
relationship with Ralston Purina that in part 
resulted in a dramatic loss of market share to 
Bumble Bee and market leader Star-Kist, a 
unit of H. J. Heinz and the last major US- 
owned tuna brand. In 1984, Chicken of the 
Sea held 22.3% of US tuna sales and a com- 


Magnate makes Manila’s biggest prwate share offer 







ПЕНЕН УННАН ОООО C аанай 


recent Philippine National Bank 
- (PNB) listing (REVIEW, 1 June), indus- 
krial and retail magnate John Gokongwei is 
imaking the largest private stock offering that 
Manila's capital markets have seen — the 
Wlotation of 40% of Robinson's Land Corp. 
(RLC), the flagship for his property interests. 
` The size of the issue — about P1.1 billion 
(US$50.2 million) — is a fair reflection of the 
significance of the deal, not only for 
Gokongwei but also for the future owner- 
ship patterns of corporate Philippines and 
ithe health of the local capital markets. 

Atan offering price of P5.81 a share (rep- 








wesenting a discount to net asset value of - 


about 6%), the float of 200 million shares is 
expected to raise at least P1.1 billion, dwarf- 
Ming a recent 262.5 million float by Cebu 
Shipyard and Engineering Works, Inc. 

Gokongweis move is significant, and 
mot only because the Chinese-Filipino mag- 
mate has previously kept his companies 
“under tight family control. For the float is 
intended to finance Gokongwei's biggest 
gamble so far — a mixed-use commercial 
complex “Galleria,” at the EDSA-Ortigas 
function near the new Asian Development 
Bank building (REVIEW, 22 Dec. '88). 

The Galleria project, which includes a 28- 
storey hotel and а 45-storey condominium 
project, was forecast by the firm's auditing 
Würm in May to cost P2.2 billion, though con- 
_ struction industry sources put it at more like 
2.7 billion, making it the Philippines’ most 
xpensive commercial-complex project to 
ate. “Gokongwei has really risked every- 











sontidence 


building 
thing in this project,” a company insider told 
the REVIEW, “and if it fails, the whole 
Gokongwei group would be in trouble.” 
The Gokongwei float will have ramifica- 
tions for the economy as a whole. First, it 
will help determine whether the hundreds 
of tightly controlled Filipino firms are likely 
to distribute ownership through the stock- 
markets. There are financial pressures for 
such a dispersal: companies' debt-to-equity 
ratios are touching their acceptable ceilings 
and bank financings are being constricted by 
the banks’ single borrowers’ limits. | 
Second, it has implications for Manila's 
stockmarkets. The Philippines' stockmarket 
is dogged by two basic problems. The first is 


that the would-be investor has few stocks. 


from which to choose. Only about 35 out of 
the 137 listed firms are actually worth look- 
ing at. The second problem is mistrust: in- 
vestors have not forgotten the unscrupulous 
broker manipulation which accompanied 
speculative issues in the 1970s. 


M centplansforlistinga number of new 

M issues. Benguet Corp. is planning to 
list its chrome firm, Inchrome, while there 
is talk that two other property firms will fol- 
low Gokongwei's. Only legal problems are 
delaying the offering of Manila Electric 
shares, and Philippine Airlines could be 
privatised. 

So far, offering seems to be finding 
favour. Fernando Vasquez-Prada, president 
of principal selling agent Citicorp Scrim- 
geour Vickers Philippines Inc., said that it 


T he float will undoubtedly affect re- 


` took underwriter Citicorp International two 


years to package the deal. Out of the 200 mil- 
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fortable lead over Bumble Bee's 14%. By last 


July it was struggling with a 19.7% share to 
Bumble Bee's 17.9%. Star-Kist, in contrast, 
commands 35.9% of the industry. 

Each of these three purchases has given 
the Asian buyers a brand-name company 


through which they can distribute their own 





oods. After taking years to build a small 
business for its food items in US specialty . 
stores, Yeo Hiap Seng now controls about 
20% of the US market for American-style |. 
Chinese food. It can move its products into. 
large supermarkets, right alongside Chun | 
King’s canned chow mein. - 
‘Unicord and Mantrust have similar mo- _ 
tives to Yeo Hiap Seng, but it is unclear how - 
easily they will reach their goals, or if*the 
competitive tuna business will hold their in- 
terest if other US endeavours fail. 2. 





lion B shares (which can be bought by for- - 
eigners), 100 million were sold abroad while 
100 million shares are earmarked for sale loc- 
ally. While the 23 August offering price was 
P5.81, it was being quoted over-the-counter 
at P9 as of 30 August. 

The timing has certainly helped. Invest- 
ors are still giddy over the profits they have 
made with PNB shares, which were offered 
at P170 and now sell at P430. Investors - 
hope that RLC could be “another PNB." The 
issue’s fundamentals are also said to be 
sound and would allow investors to partici- 
pate in the country’s real-estate boom: aside 
from the Galleria project, RLC owns three _ 
commmercial complexes in Metro Manila 
and a commercial zone property in Pangasi- 
nan province. These properties were inde- 
pendently valued in April at P2 billion. The — 
company’s profits have been forecast to 
jump from 25.8 million last year to P55.1 
million this year, to P156.7 million next 
year. 

Gokongwei is also thought to have solid 
financial backing, and is a major shareholder 
іп Philippine Commercial International 
Bank and Far East Bank and Trust Co. In ad- 
dition, the Galleria project is on schedule. 

Nevertheless, there are questions over 
the firm's. fundamentals. Gokongwei's 
Robinson's department stores have been 
lacklustre affairs, compared with the highly 
successful SM Shoemart stores of Henry 5y. 
Furthermore, there is some doubt whether 
the roads in the EDSA-Ortigas area will be 
able to service adequately a complex as big 
as the Galleria. The project's success could 
tum on whether a planned interchange will 
lead commuters into the complex, or into 
Henry Sy’s rival SM MegaMall. 

A more basic worry is that the Galleria 
project, as well as the SM MegaMall, could 
finished just in time to witness the end of the 
Philippines’ consumption-led boom — the 
commercial complex is expected to be 
finished by October, but the hotel-apart- 
ments component will be opened only in 
late 1990. E 











e . - * Ww г FP i wu 


BUSINESS AFFAIRS 


te ьт at em 22 Та eed ls Fe > кај 
» Hu м "ul v 


"гох eT) тү; ree ee 





BANKING 


Japan merger will create world’s second-biggest bank 
/ Bg 55 


Mixed marriage 


By Charles Smith in Tokyo 


apan may be on the verge of a new 

series of major bank mergers following 

the announcement that Mitsui Bank 
and Taiyo Kobe Bank, respectively the na- 
tion's seventh and eighth largest, plan to 
merge on 1 April 1990. But the extent 
to which other banks follow suit will de- 
pend on how successfully the merger 
partners cope with the problem of rationali- 
sation. 

To be known, at least for its first three 
years, by the ungainly name of of Taiyo 
Kobe Mitsui Bank, the new institution will 
be Japan's (and the world's) second-largest 
bank but will have far more employees 
than Dai-Ichi Kangyo Bank, the largest city 
bank which itself grew out of a merger in 
1971. 

Unless Taiyo Kobe and Mitsui can find a 
way to shed about 5,000 of the 23,000 work- 
force that the merged institution will have 
when it opens for business next April, the 
bank will be unable to realise economies of 
scale and may not reap the benefits of the 
much larger Tokyo branch network that 
is one of the main potential gains of the 
tie-up. 

Although ranking just behind the for- 
midably powerful big five city banks (Dai- 
Ichi, Sumitomo, Fuji, Mitsubishi and 
Sanwa) each of which maintains its own 
business “group” and ranks as a major 
player in international capital markets, both 
Taiyo Kobe and Mitsui have suffered from 
serious weaknesses in the past few years. 

Taiyo Kobe, formed from a 1973 merger 
of the Tokyo-based Taiyo Bank and the 
Kobe Bank (based in Kobe, western Japan), 
has the third-largest branch network among 
city banks but lacks a “group” of its own. 

According to Jardine Fleming Securities, 
only 60 out of 900 listed companies doing 
business with Taiyo Kobe regard it as their 
“main” bank. This has proved a handicap 
for the bank’s efforts to diversify from its 
base in retail banking into lucrative areas like 
corporate underwriting. 

Mitsui's problem is a mirror image of 
Taiyo Kobe's. Officially the "core" financial 
institution of the powerful Mitsui group, the 
bank suffers from under-capitalisation and 
from having a small domestic branch net- 
work (only 243 branches throughout Japan 
compared with Taiyo Kobe's 374). Mitsui's 
strong corporate ties and weak capital struc- 
ture are the result of history. 

It was merged during World War II with 
the then Dai-Ichi Bank to form what was 
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then the largest bank in Japan but ended the 
war smaller than it had begun it after forced 
dissolution by the US occupation au- 
thorities. 

Recently, Mitsui's problems seem if any- 
thing to have worsened. In the early 1980s 
the bank's heavy commitments to Mitsui 
and Co. (the flagship trading company of 
the Mitsui group) forced it to violate Minis- 
try of Finance (MOF) guidelines limiting the 
value of loans to a bank's largest corporate 
customer. The MOF "punished" Mitsui by 
withholding approval of new branch open- 
ings, thereby increasing the top heavy re- 
lationship between its corporate ties and its 
weak retail banking base. 

Both Mitsui and Taiyo Kobe probably 
could have survived happily in the tightly 
regulated banking environment that existed 
until the mid-1980s. But the recent liberalisa- 
tion of deposit rates in Japan and the im- 


s city bank league table 


we کد‎ 
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pending removal of walls between different 
types of banks, and eventually perhaps be- 
tween banks and securities companies, has 
created a far more competitive environment 
in which only the strongest seem likely to 
flourish. 

This was the background to merger talks 
between the two which started in earnest in 
March 1989. Before that Taiyo Kobe had 
been "interested" in à merger for some 
years, according to the bank's president, 
Yasuo Matsushita. Mitsui may also have 
been looking around for merger partners for 
some time, though the bank's stronger cor- 
porate pride has prevented it from admit- 
ting this. 

Top executives of the two banks give the 
impression that merger negotiations took 
place primarily between the bank manage- 
ments themselves with major institutional 
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shareholders being consulted at a late stag; 
if at all. A top MOF bureaucrat “welcomec 
the merger but the MOF appears to hav 
played no role in promoting the plan. ТЕ 
plan calls for Taiyo Kobe shares to be e 
changed for Mitsui shares on a ratio of 1:0. 
This reflects the fact that Taiyo Kobe's ma 
ket capitalisation is just over 80% of Mitsui’: 

As Taiyo Kobe Mitsui, the merged ban 
will rank second behind Dai-Ichi Kangyo i 
terms of deposits and loans but will still su 
fer from a relatively weak capital structun 
The capital of the merged institution will b 
equivalent to 2.4% of assets, far short of th 
4% minimum Japanese banks are require 
to attain by March 1993 under Bank of Inte: 
national Settlements guidelines. 

The new bank's strength will lie main! 
in a formidable Tokyo branch network (21 
branches within the metropolitan area corr 
pared with Dai-Ichi Kangyo's 150) аги 
in the synergy that should result from com 
bining Taiyo Kobe's retail expertise wit] 
Mitsui's special relationship with the Mitst 
group. 

The strong presence in Tokyo could b 
the key, given the extremely rapid pace a 
which loans and deposits in the Tokyo are. 
have been rising in the past few years (b 
14% and 11% a year against 10% and 8% fo 
the rest of Japan). Another point is the dis 
parity between Tokyo's share of all banl 
branches (14%) and its share of bank trans 
actions (79%). 

Taiyo Kobe Mitsui will be able to cash ir 
on this disparity if it rationalises its opera 
tions by slimming its labour force anc 
merging the computer systems of the tw 
banks. 

However, it could prove a lumberin 
giant if its branches continue to be overs 
ed and if the managements of the two bank: 
disagree about division of responsibilities 
as is rumoured to have been the case at Dai: 
Ichi Kangyo. 

If the Taiyo Kobe Mitsui merger works, 
other medium or smaller-sized city banks 
with relatively small Tokyo branch net- 
works could come under strong pressure tc 
merge, either with each other or with some 
of the larger regional banks. 

Synergy between the merged banks wil 
work less well outside Japan given that the 
two banks' combined total of 28 overseas 
branches includes 18 cases of overlap. How- 
ever, Taiyo Kobe's investments in two Euro- 
pean banks, Banca della Svizzera Italiana 
and Credito Commerciale, should tie in well 
with Mitsui's European presence which in- 
cludes a 99.5%-owned London-based sec- 
urities company, Mitsui Finance Interna- 
tional. 

More generally, as Japan's second-largest 
bank the new combination will be bound to 
compete strongly in international capital 
markets. Just how strongly depends on 
whether a united management can be 
forged from two contrasting corporate cul- 
tures. * 
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Huge debt leads Moody's to 
downgrade Australia's rating 


> Australia's massive net foreign debt rose 
to A$108.16 billion (US$82.31 billion) at the 
end of the June quarter, compared with 
A$104.3 billion in March, according to 
figures released on 29 June. On the same 
day, the long-expected announcement 
came from the New York agency Moody’s 
that it had downgraded Australia’s credit 
rating from Aal to Aa2, its third-level rating 
which applies to countries such as Spain. 
With the Moody’s move long foreshadowed 
and the debt figure less than some 
pessimists had predicted, neither the 
stockmarket nor the Australian dollar was 
shaken. The currency closed nearly 
unchanged at 76.05 US cents. 


Taiwan agrees to let US 
monitor its fishermen 


> Under the threat of trade retaliation, 
Taiwan on 24 August signed an agreement 
with the US giving US authorities the right 
to board Taiwan fishing vessels in the North 
Pacific. The agreement is designed to allow 
the US to monitor Taiwan fishing boats 
suspected of illegal driftnetting for salmon, 
and requires Taiwan driftnetting vessels to 
be outfitted with location-fixing devices by 
1990. The agreement has been criticised by 
Taiwan fishermen and legislators as a 
disgrace to national sovereignty. US 
negotiators, angry over recurring violations 
by Taiwan vessels, threatened to impose 
sanctions on Taiwan fishery imports to the 
US if Taiwan did not sign. 


Indonesian timber boss to 
take on environmentalists 


> Indonesian plywood and timber tycoon 
Bob Hasan plans to take the offensive 
against environmental lobbies in 
industrialised countries who are urging a 
halt in imports of tropical hardwoods. 
Hasan, who says environmentalists' 
concerns over Indonesia's deforestation 
are unfounded, plans to lobby the US 
"Congress and European parliaments to 
counter proposed trade restrictions on 
wood products. 


Malaysia to embark on 

@huge land reclamation 

® The Malaysian Government has 
"approved a massive land reclamation 
"scheme along the length of the west coast of 
Whe peninsula to provide more space for 
rine Mi and infrastructural projects. 





ime Minister Datuk Seri Mahathir 
ohamad on 28 August said that the 
- 30-year project would be carried out in 
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stages, and some some of it may be 
privatised. Recently, the state economic 
development firm Perlis signed a 
memorandum of understanding with 
publicly listed Menang Corp. and two 
private companies for the reclamation of 
4,000 ha of land for industrial use. The cost 
is estimated at M$180 million (US$66.8 
million) over five years. 


Daewoo Shipbuilding bail-out 
approved by government 


> The South Korean Government has 
formally approved a bail-out plan for 
Daewoo Shipbuilding and Heavy 
Machinery which calls for the shipbuilder to 
be merged into Daewoo Heavy Industries 
by 1992. Daewoo has agreed to invest more 
than Won 400 billion (US$601.5 million) in 
the shipbuilder. The funds will be raised 
from the sale of affiliated companies, real 
estate and chairman Kim Woo Choong’s 


holdings in Daewoo Securities. 

a | 
Services expands Singapore's n 
current-account surplus 





Thailand expands upstream 
petrochemical production 

> Thailand launched two upstream 
petrochemical projects, an aromatics 
complex and a second olefins plant, on 28 
August. The Baht 10 billion (US$386.1 
million) olefins project — the Thai Olefins 
Corp. — will involve the state-owned 
Petroleum Authority of Thailand (PAT) and 
National Petrochemical Corp. controlling 
51% and private downstream users 49%. It 
will have a capacity of 350,000 tonnes of 
ethylene and 170,000 tonnes of propylene 
from imported naphtha feedstock. The Baht 
5 billion Thai Aromatics Corp. project, to 
produce 232,000 tonnes of tuolene, 312,000 
tonnes of xylene and 52,000 tonnes of 
paraxylene, is owned 25% by PAT, 40% by 
Thai Oil Co. and 35% by Exxon. 
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Thai ministry approves 
licences for nine banks 

> The Thai Finance Ministry approved in 
principle nine bids for new bank licences 
from foreign banks. However, some banks 
have raised questions about the conditions. 
The ministry requires the banks to have 
US$50 million in registered capital and to 
lend US$300 million in the first three years 
of operation. The banks' deposit-taking will 
be limited to major corporate clients and 
they will not be allowed into retail bankigg, 
except possibly mortgage finance. Seven 
shortlisted for commercial banking include 
Westpac Banking, Algemene Bank 
Nederland, Sumitomo Bank, Société 
Générale, Barclays Bank, Bank of Nova 
Scotia, and Mitsubishi Bank. Another two, 
the Long-Term Credit Bank of Japan and 
the Industrial Bank of Japan, were named to 
hold more talks on becoming local long-term 
credit institutions. 


Burmese trading firms form 
joint venture with Malaysia 


> Three of Burma's state-owned trading 
firms have formed a joint venture with 
Burmal Holdings of Malaysia for assembly 
and trading, the second joint venture since 
the new foreign investment law was 
enacted last November. Called Myanmar- 
Malaysia International, it will have an 
authorised capital of Kyats 100 million 
(US$15.4 million). The first venture, 
Myanmar-Singapore, was set up in early 
August. 


Foreigners bullish on 
new Indonesian scrip 


> Indonesia's capital market is attracting 
keen overseas interest, despite government 
indecision about whether foreigners can 
participate fully in local share issues. The 
flotation on 30 August of the Astra group's 
United Tractors is said to be 20 times 
oversubscribed. Sources say that so huge is 
the money deposited in Indonesia by 
foreign brokers to buy the shares, domestic 
banks are worried about whether they will 
be able to pay the interest on the deposits. 


Bangladesh to sell shares 

in state loan agency 

> The Bangladesh Government has 
decided to privatise in part the Bangladesh 
Shilpa Rin Sangstha (BSRS, the industrial 
loan agency). It will offload 49% of the BSRS 
shares to the public in phases. No decision 
has been made about the privatisation of 
Bangladesh Shilpa Bank, the national 
industrial bank, though the government is 
currently working on a plan. 
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PRICES AND TRENDS 


Last sale to 28 Aug. Latest Previous week — 3months ago Year ago Average of representative high-grade issues 
Gold London (2) 359.65 366.65 363.00 431.35 28 Aug. Latest 1 month ago 6 months ago 
Copper New York (3) US$ 
Current delivery (Sept.) 136.30 123.90 110.30 103.05 Domestic 3-5 yearst 841 7.62 9.56 
Dec. delivery 13170 7-10 yearst $4 n се 
ч International 3-5 yearst 8.4 1.73 6 
A Landa (7 7-10 yearst 843 788 966 
Current delivery (Sept ) 1,865.00 1,765.00 20550 299510 
Tin Kuala Lumpur (1) 22 32 21.40 26.07 19.70 Yen 5 5% га dE 
Domestic yearst 1 
Cotton — New York (3) 10 yearst 510 502 497 
Current delivery (Oct) 76.15 74 B0 67.15 52.25 International 3-5 yearst 507 507 456 
Dec. delivery 76.73 7-10 yearst 5.00 5.03 485 
Rubber Kuala Lumpur (8) 
Current delivery (Sept ) 239.50 239.50 258 50 338.50 Dm 
POV. delivery 240.50 Domestic 3-5 years" na 6.88 na 
10 years" па 6.95 na 
Jute Dhaka (11) 370.00 370.00 370.00 310.00 International 3-5 yearst 690 674 7 07 
Palm 011 Kuala Lumpur (4) 7-10 yearst 6.84 671 700 
Current delivery (Sept. ) 712.00 673.00 909.00 973.00 
NX iy 72100 x | 3 429 438 14.82 
mestic yearst 14. 1 | 
Sugar New York (3) 10 yearst 13.10 13.44 1367 
Current delivery (Oct) 13.64 1338 1115 10.19 intetnational 3-5 yearst 14.48 1459 15.16 
Jan. delivery 1306 7-10 yearst 1378 1402 1441 
Pepper Singapore (9) 
Sarawak Asta bik 100% 410.00 43250 550.00 387 50 - ; z id - ae 
SUC years” 
Wheat — Chicago (5) 10 years” 956 9.40 1057 
Current delivery (Sept) 390.40 392.20 396.00 390.00 international 3-5 yearst 9.95 9.59 1127 
Dec. delivery 403.20 7-10 yearst 974 951 10.96 
Maize Chicago (5) 
Current delivery (Sept ) 232 60 234 60 264.60 277.20 £ 
рес. delivery 234 20 Domestic 370и] па па ла 
1 years] па. ла na 
Rice Bangkok (7) | | : 1 1 7 
5% white fob 360.00 365.00 31500 30500 —— —Á vo ШЖ as ay 
Soyabeans Chicago (5) 
Current detivery (Sept) 579.40 615.60 701.40 831.40 NZS — 
Nov. delivery 576.00 Domestic i yearst oi 1 : : Te 
*10 yearst 11 1 13. 
Cocoa New York (7) International 3 years“ 12.50 1311 1331 
Current delivery (Sept. ) 1,066.00 1,154.00 1,253.00 1,124.00 7-10 yearst 1201 1276 13 35 
Dec. delivery 1,085 00 
Cottee New York (3) SFr " 
Current delivery (Sept ) 79.06 7711 13421 126 83 3-5 yearst 5.88 5.55 577 
Dec. delivery 81.02 7-10 yearst 571 5.50 2.82 
Petroleum ECU: 
Sumatran light Tokyo (10) 16.80 16.85 17.90 14.50 3-5 yearst 8.48 8.45 8.86 
Brent London (10) 17 05 1715 17 85 1470 7-10 years 8.46 8.38 8.84 
(1) Мако (2) US$ апо (3) US¢ ai) (4)M$alonne (5) 0526010 bushe (6) US¢ a 5610 bushel “AAA corporale — tGovernment Source: Telerate 


(7)US$atonne (8)PSS1.Mtakg {9}S$a100kg (10) US$ a barrel! (11) BWD. Chiftagong/Mongla, US$ a tonne 
Source: Telerale, International Jule Organisation 





Economic indicators, selected Asian countries 





Australia China Hongkong India Indonesia Japan Malaysia 
Economic Growth % (real) (1) 
1988 3 122 75 3 38 5,75 87 
1989 24-35 56 45 94) 3-5 45 7-85 
International Reserves (5) 
Latest US$12.50b (June) US$18 47b (May) na US$4 40b (June) US$4 850 (Mar ) US$88.54b (June) 1556.160 (Apr. 
Year eartier US$12.44b US$18.82b na US$4.88b US$5.41b US$86.89b 05596220 
Trade Balance (lola! merchandise) 
Latest 3 months =US$1:04b (Jan Mar) -—US$3 89b (Apr June) =US$0.04b (May-July) - —uS$1 390(Nov-Jan) -USS281b(9)(Jan-Mar] --US$16.38b (6) (Apr.-June) --US$0 88b (Dec Fen) 
Previous 3 months. —US$1.01b —-US$1.89b —US$1 240 —US$1.62b +US$2 27b 4-US$17 20b * US$1 040 
Year eartier * US$0.31b —US$057b —US$0.48b —US$1.37b 3 US$2 19b 3 US$17.730 *US$124b 
Exports (7) 
Latest 3 months US$8 520 US$12 596 US$18 860 US$3 46b US$5 12D(9) US$67 52015) US$5.33b 
% Change previous 3 months -3.3 4-302 +176 +42 -10 -10 —04 
* Change year eartier -31 +40 +192 +174 +52 +40 +191 
Imports (8) . 
Latest 3 months US$9 56b US$16 480 US$18.90b US$4 85b US$2 315(9) US$51 T406) US$4 45b 
% change previous 3 months ~2.2 +426 +93 -19 —204 +03 +23 
% change year eartier +133 +301 +159 +125 -137 +83 +346 
Consumer Prices 
Base July 80-June 81-100 — Jan 1988=100 Oct 84-Sept 85=100(2) 1960-100 Apr ?7-Mar.78=100 1985=100 1980= 100 
Latest 3 months index average 192.6 (Apr.-June) 127 4(12) (Jan.) 129.5 (May-July) 819.67 (Nov -Jan ) 330.19 (Apr--June) 103.3 (Mar -May) 132 7 (Jan -Mar ) 
% change previous 3 months +24 na +26 +15 +25 +16 +08 
% Change year ealier +77 +274 +107 +88 +43 +21 +33 
Money Supply (3) 
Lales! A$158.43b (10{Мау) ——Влїй 955 96b (Oct.-Dec.) HK$375.64b (June) Rs 1.95110) (Арг) Ros 41 27 (Jan ) 3:423 121 (May) M$61 49b (Feb ) 
% Change previous month +10 fla +05 +28 -17 *06 -05 
% change year earlier +250 +2014 +158 +188 +204 +94 +72 


(1) Officia! and other estimates of GDP (GNP in Japan) (2) Consumer Price Index А (3) M2 or currency plus bank deposits (4) To March (5) IMF definition of reserves minus gold except tor Singapore (6) Customs basis. (7) tob 
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28 Aug. USS1 Worth Banknote rate’ Official rate Spotratet Previous weekt 3months agot Year agot 























-Austrália dollar — A19. 1334 — эзилет. Boc) 1.318 — EE 
— Au 28 95 32 15 na a وو‎ ] —— E 

Britain pound 0.6357 0.636 0.639 050 —— 0080 — 05 — 

. Brunei dollar — ‹ —197 ° Len ° | каз ams v ы Ала 
Вита kyat 2050- —. 670 a&-—— а М — —14969 — 

. Canada ‚юш — nn — 1171 e U 1. l203 — 1129 — 
France kang - 65033 | 66145 6.6305 6 &333 — 
Hongkong dollar A: i RN ;..%, LS. 797 178 78035  .. 
India — rupee 18.80 2 16.55 -1665 ——~ -1665 16:105——— 14999 ——— 

. Indonesia горап 1400 1.78000 — 178500 1,784.00 1,772.00 . 1699000 . 
Japan — ym 1442] — 144.20 144307 —315 — RTS — 136 
Macau pataca 8.045 8.05 Mv na. SY vtm 
Malaysia dollar 2 696 — 2095 — — 2M 26935 2m 200 — 

Nepal rupee 25.00 — 2400 А س وه نه‎ 
New Zealand ^ dollar 716949 31095 Amt ———— à 
Pakistan fupee — 23040 — 2106 — 21 0289 -— 2 op 0759 —e— 
Papua М б. kina 0.802 08 ~ 0868 шы - — * ^ Eae qom 1 сес а 

ійрртеѕ peso 21.68 2190-— ——— 22:22 AE: ————T729 2108 

Singapore dollar Vio аны ee, Û ` 1.969 1.96425 1998 2 mdi 
South Korea won 66000- — 3606500 X 06920 668.80 66660 7190 

-Sri Lanka гирее 3100 3565 —Ó— 1. 34.085 32884 — — 
Switzerland — алс 1080 — 104 — 18935 10955 — — 1- 15715 

— Taiwan — NT dollar 25/5 — ed: 25.70 AB ——— — 

: — tet be 7 2590 2590 — eee, ии 

WestGermany таж — 19552 1955 _ 18645 1966 — 900 — — 1805 





Communist ени: O! China US$ - Rb 3.722 HK$ -- Ато 0.476 Sore on uss =A 0649 ах 069-6000 
— ` Vietnam US$ = Dong 3,900.00 00 Cambodia US$=Rie! 150. а 


Other: ~ SDR1--USS1 2471- ECUT- US$1.0624 S$1—M$1.37 a —— 
a З months lorward: Japan ¥ 143.9375 Hongkong HK$7.8077 Singapore 551.908 — — 


{Middle rate “Selling rate Source Telerate lor spot and forward rates from Asian money markets, RepubhcNabonalBankolNewYorkan — 
Hongkong Bank for banknole selling rates on the Hongkong market and Deak International Ltd for official rates 
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Prime 1-yeartreasury Interbank Interbank Interbank Eurocurrency and Asian currency 
28Aug. lending bills/bondst 1montht 3monthst Gmonthst unit deposit ratest 









































апка — — умтт»: eee 
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BUSINESS 


AFFAIRS 





STOCKMARKETS 


= a a Seoul explodes into life а а а Tokyo still in the doldrums «a 
Hongkong twitches lower а а a Australia hits post-crash high а а а Taipei trades 
frantically а а а New York scales new heights in period ending 29 August а а а 


Nikkei Stock Average, 34,687.65 
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Hongkong 


` Hang Seng Index, 2,487.94 
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Singapore 
All Shares index, 355.82 
360 





200 
0N DJFMA 


444A 


Kuala Lumpur 
KLSE Composite Index, 459.34 
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Bangkok 


SET Index, 678.08 


МАМЈЈА 5 





Shares drifted lower in thin trading, until 
the last day of the period when a 
proposed merger of two banks, Taiyo 
Kobe and Mitsui, lifted sentiment 
slightly. Honda fell ¥110 to ¥1,940 on 
poor results, but CSK jumped ¥1,660 to 
¥8,300 after a big bonus issue. Daily 
volume was even lower than last week at 
446m shares, valued at ¥823b (Us$5.71b). 


Shares fell almost continuously in thin, 
dull trading over a holiday-shortened 
period. Deng Xiaoping's allegedly critical 
medical condition, combined with some 
poor corporate interim results, were to 
blame. Volume was nearly halved to 
average 380m shares a day worth 
HK$628m (US$80.51m). Swire Pacific А fell 
HK$1.10 to HK$14.30 after poor interims. 


After a spate of bargain-hunting earlier in 
the period, prices succumbed to selling 
pressure after the weekend in lighter 
trading. Financial stock DBS was fairly 
typical, closing 505 cents down at $$10.90, 
while Singapore Land fell 10 s cents to 
5$13.10. Daily turnover was down 
significantly, averaging 109.2m shares, 
valued at $$180.6m (Us$91 7m). 


Share prices remained static throughout 
the period as the market consolidated 
earlier gains. Plantation giant Kumpulan 
Guthrie made a muted debut, closing 20 
M cents above its M$2.10 offer price. 
Reverse takeover target Bedford dropped 
10 M cents to M$1.19. Volume was down 
to an average of 63.1m shares a day, 
valued at M$98.9m (US$36.7m). 


Except for banking counters, the market 
continued to shoot up, pausing only on 


the final day of the period. Turnover was | 


heavy, topping Baht 2b (Us$77.2m) daily 
and peaking on 23 Aug. at Baht 2.28b. 
Overseas interest pushed foreign board 
premiums for Bangkok Bank up to 22%, 
Dusit Thani 33.6%, Siam Cement 53% 
and Saha Union 77%. 


Liquidity was siphoned off by the 
unabated rise in Treasury bill yields, 
combined with the public offering of 
Robinson's Land Corp. and Cebu 
Shipyards Inc. San Miguel lost P3 to 
P72.50 while PLDT gained Р12.50 to P427. 
PNB retreated P10 to P422.50. Turnover 


was down at a daily 858.1m shares worth | 


P172m (US$7.9m). 
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The market exploded in the year's mc 
powerful rally, as the government 
continued to ease liquidity. Investmer 
by the Korea Fund helped ignite the ri 
Volume more than doubled over the 
previous week, to average 27.7m shar 
day worth Won 710b (US$1.07b). 
Securities shares gained 12.44%, but 
garments and wood products were Wi 


After weeks of warily eyeing the 10,00 
barrier, investors shrugged off news o! 
restructured stock tax and pushed the 
index over the mark for three days in a 
row. Turnover hit a record N1T$191.7b 
(US$7.5b) on 28 Aug. Average turnove: 
was NT$141.3b. China Chemical jumpe 
NT$29 to NT$184. Wei Chuan Foods lea 
NT$25 to NT$174. 


The market hit a post-crash high, led b 
demand for resource stocks triggered t 
corporate activity and commodity price 
gains. Expiry of option contracts swelle 
turnover to 672.44m shares worth 
A$1.335b (Us$1.02b). BHP gained 35 A 
cents to A$10.45, CRA 90 A cents to A$11. 
and WMC 48 A cents to A$6.72. But Воп‹ 
lost 11 A cents to 35 A cents. 


The market corrected and consolidated 
before firming at the end of the period. 
Fletcher Challenge closed 10 Nz cents tc 
NZ$5.47. Brierley Investments, whose 
founder Sir Ron Brierley, announced he 
would be stepping down as chairman, 
was unchanged at NZ$2.47. Volume wa 
а low 73.1m shares, worth NZ$146.3m 
(US$86.3m). 


In a period shortened to three trading 
days because of holidays, the BSE endec 
marginally higher to close at 719.38. 
Trading patterns continued to be 
dominated by institutional purchases. 
Most blue chips gained, with Tisco 
closing Rs 20 (us$1.21) higher at Rs 1,23! 
and Reliance gaining Rs 1 to Rs 106. 
Colgate rose Rs 7.50 to Rs 317.50. 


The Dow Jones Industrial Average 
reached record heights on two occasion: 
The biggest jump came on 24 Aug., firec 
by rampant bid speculation and a wave 
futures-related programme buying. 
Good blue-chip support offset profit- 
taking, and another record was reached 
on 28 Aug. Volumes rose to average 
171.5m shares a day. 
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Now Ramada 

is the key choice 
in Asia Pacific. 
Theres a new hotel group in the region 


that believes in creating hotels to suit vour 
needs as well as your pockets. 


Ramada. 


That's why you Il find the luxury and 
opulence of a Ramada Renaissance. The 
convenience and attention to detail of a 
Ramada Hotel. As well as the superb antl 
comprehensive business services of a 
Ramada Inn. 


But all our hotels have one thing in 
common. They all provide a standard 
of service that is attentive and efficient, 
gracious and informed. Service that 
comforts guests in over 800 hotels in 
40 countries. Service that has helped us 
to be the fastest growing hotel group in 
Asia Pacific. 


MEL ee c PEE oe c 
et 
d 


So open up to a Ramada hotel. You'll 
find that we have unlocked the secret of 
true hospitality 


Bi 


For worldwide reservations at 
any Ramada Hotel call 
our central reservations number 
(Hong Kong) 3-3113666, 
or your travel agent. 


Ramada Renaissance Hotels 
Tokyo, Okinawa, Melaka, Colombo, 
Hong Kong, Seoul, Sydney 
Ramada Hotels 
Cairns, Surfers Paradise, 
Singapore, Bangkok, Seoul 
Ramada Inns 
Hong Kong, Kowloon 


Rest assured it's 


RAMADA 


АРАМ * CHINA * KOREA + HONG KONG * THAILAND * MALAYSIA * SINGAPORE * AUSTRALIA * SRI LANKA * INDIA * U.S.A. * CANADA * LATIN AMERICA * EUROPE * MIDDLE EAST 
FOR RESERVATIONS SYDNEY 02-2518888, 008-222431, NEW ZEALAND 0800-441111, HONG KONG 3-3113666, KUALA LUMPUR 03-2489008, 03-2414081, BANGKOK 02-2360301, 


Corll A COCACM Tama NM MIA 999227 A52 2020022 CNA ONDE 22490°% 
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LOOSEN YOUR 
SEAT BELT, HERE COMES 
YOUR SUMPTUOUS 
FOUR COURSE MEAL. 


Recently, we sent our head chef 
overseas. His mission, to upgrade our 
food and services. 

As you can see, our mission was 
accomplished. Pictured, is one of the 
hors d'oeuvres we serve in First Class. 

Improvements which we have 
carried through to our Executive and 
Economy Class, as well. 

To complement this, we've also 
redesigned our menus. 

Redecorated our interiors and 
fitted new soft pastel seat coverings. 

And finally, we've increased the 
number of flight attendants on board. 

So, the next time you fly with 
us, you can sit back, relax and enjoy 


every aspect of our high standard of 





service. 

Even if you have to loosen your 
seat belt to finish our sumptuous four 
course meal. 


Garuda Indonesia 
Proud to welcome you aboard. 





HOTEL LOTTE 


(Main Bldg.. & 
New Wing) 
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otel Lotte Reaches 


New Heights in Luxury 


Hotel Lotte's major expansion at two 
locations makes the total of 2,017 rooms and 
suites for a bigger and more luxurious choice. 


With the New Wing and Hotel Lotte World in Chamshil, 
Hotel Lotte now ranks among the world's 10 largest hotels. 


Together, Hotel Lotte offers you a choice of 170 
Juxurious suites, 500 deluxe rooms and 1,400 superior 
rooms — for the very ultimate in luxury and comfort. 


Hotel Lotte: Everything and more you would expect of 
one of the greatest hotels in the world. 


Ш 2,017 Superb Rooms Ш Parking for 6,860 Cars 
Main Bldg.: 1,019 Rooms Main Bldg. & 
New Wing: 465 Rooms New Wing: 1,860 Cars 
Chamshil : 533 Rooms Chamshil : 5,000 Cars 


Ш 22 Meeting € Ш Major Facilities 
Convention Rooms Sauna, Pool, Duty Free Shop. 
Main Bidg.: 16 (4,000 Persons) Executive Floor, VIP Lounge. 
Chamshil : 6(2,450 Persons) VIP Elevator (New Wing) 


Ш 36 Restaurants & Bars Member in Seoul, Korea 


Main Bldg.: 20 =~ я 
E Regs 


New Wing: 5 


Chamshil : 11 
HOTEL LOTTE HOTEL LOTTE WORLD 
SEOUL KOREA C 





HAMSHIL SEOUL KOREA 


Overseas Offices: New York: (201) 944-1117 Toll Free 800-22 LOTTE, L.A.: (213) 540-7010 

Toll Free 800-24 LOTTE, Tokyo: (03) 281-6636, Osaka: (06) 263-1071/ 2 

Hotel Lotte: 1, Sogong-dong, Chung-ku, Seoul, Korea. С.РО. Box 3500 Seoul, Tel: (02) 771-10, 
Telex: LOTTEHO K23533/4/5, Fax: (02) 752-7758, Cable: HOTELOTTE 

Hotel Lotte World: 40-1, Chamshil-dong, Songpa-ku, Seoul, Korea Kangdong РО. Box 220 Seoul. 
Tel: (02) 419-7000, Telex: LOTTEHW K33728, K33756, Fax: (02) 417-3655/6 





HOTEL LOTTE WORLD 


Sogong-dong Chamshil 





Everyone 
under heaven 
needs to knov 
about China 
today 


*The CHINA TRADE REPORT has its 
finger on the country’s business pulse. 


*It provides answers to the basic 
question: Is there still money to be made 
from doing business with China? 


*What new opportunities are there for 
direct investment, joint ventures and 
trade? The rewards are ample for those 
who are patient and for the risk-taker. 


\ uthoritati 
Now in its 24th year, the CHINA 
TRADE REPORT is published by the 
Review Publishing Company Limited. It 
has been long acknowledged by leading 
business executives throughout the 
world as the best informed, best 
statistically up-to-date newsletter of its 
kind. 


Wide-ranging 
The CHINA TRADE REPORT covers р 
every issue affecting those doing 4 
business with China, whether trading, 
investing or involved in any enterprise: 
grain; textiles; electronics; transport; 
banking; exhibitions; contract law — 
and dozens more. 


The CHINA TRADE REPORT also 
publishes key statistics on all aspects of 
the Chinese economy. It is crucial 
reading for anyone doing, or wishing to 
do, business with China. 


| Post this coupon today! 
Circulation Manager, 
Review Publishing Company Limited, 
G. P. O. Box 160, 

| Hong Kong 

| Please en 
(12 issues) for the 





Company Limited. Or, 
| credit card (tick one): 


| American Express O Diners Club O 


MasterCard O Visa O 
| (Please print in block letters) 


| Card No: 

| Exp. Date: 

| Signature: 
Name: 

| Address: 

| 

| 


| Annual subscription rates: HK$2,730/US$350 


JUST PUBLISHED by Review Publishing Co. Ltd 


OUTRAGE 


Burmo's struggle for democracy 
by Bertil Lintner 


In March of 1988, 14 months before the recent struggle for 
democracy in China, there began in Burma a nationwide move- 
ment for greater freedom, a better way of life and the removal of 
its oppressive marxist government. 












Burma's strugg* 
tor democr acy 
As with the more recent demonstrations in China, Burma's too 
was begun by students and grew to include the general public: 
and as it did in China, the Burmese movement ended in 

bloodshed and slaughter of the people. 


In OUTRAGE, Bertil Lintner captures the very essence and 
spirit of the Burmese fight for democracy. As you read his de- 
tailed, chronological report of events as they occurred, you will 
share the exhilaration, anxiety and eventually the terror experi- 
enced by the Burmese people. 


Outrage is compelling reading for anyone with an interest in 
Asia and in the grassroots movement of Asians towards more 


py Ber til LIntrer democratic forms of government. 
270 pages-soft cover 
Fully indexed Order your copy(s) today! 








per copy Review Publishing Co. Ltd. GPO Box 160, Hong Kong. 
[] Yes, please send me — — copy(s) of Outrage, Burma's | 
(US 18.9 struggle for democracy by: 
О surface mail at HK$159/US$20.20 per copy (including packing & 
handling) 


ABOUT THE * ""'THOR [] airmail at — (Asia) HK$181/US$23.05 per copy 

———— ‚ эко": — (Outside Asia) HK$190/US$24.20 per copy 
Bertil Lintner, à 
veteran corres- 


pondent with the 


О Тепсіоѕе A — — in payment thereof 
(cheque payable to Review Publishing Company Limited) 














Far Eastern Eco- O Iprefertocharge — 1 (о my credit card (tick one): 
nomic Review, 

has for years Amex О Diners О MasterCard О Visa О 
specialised in Bur- à; ; ; 

омак ae eei Card No: LI Expiry Date: 
spring of 1987 he Signature: 

completed an 18- 

month hazardous Name 


hike through 
northern Burma, 
areas which have 
for years been under the control of 
the armies of minority peoples in re- 
volt against Rangoon's rule. 


(Please print in block letters) 
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How to make a great hotel 
е a little bit better . . . 









Hilton International Bangkok 


REVIEW 





Hyatt Regency Pusan Hongkong Hilton Hotel 


REVIEW 


The Manila Hotel 











Hotel Rebar Crown Taipei The Regent Kuala Lumpur 





Shangri-La Hotel. KL Avari Hotels, Karachi-Laho 
pi = er 
Madras India 
Karachi Sheraton Hotel Howard Plaza Hotel Taj Coromandel Hotel Central Plaza Hotel Kuala Lumpur Hilton 


FarEastern Economic 





The Manila Peninsula Lai Lai Sheraton Hotel чүү 


A vital 
Communications 


tool for China 
traders 


ow you can have 
N the China 
Telex and Fax 
Directory, the only 


directory of its kind 
available in the market. 


China Telex & Fax 
Directory is a vital 
communications tool 
HIIN! for all China traders. 
Compiled from our 
own database, it 
provides the most 
comprehensive listing 
of up-to-date and accurate telex and fax numbers of 
all the significant organizations in China. Indexed in 
four ways, you'll find it easier and more convenient to 
usc: 


CHINA 
TELEX & FAX 
DIRECTORY 


1989/90 





For Your Direct Mail Needs In China... 





1. Alphabetical listings of companies and 
organizations. 


2. Geographical listings of names and 
numbers. 


3. Numerical listings of telex numbers. 


4. Alphabetical listings of telex 
answerbacks. 


You can get this extremely useful book by simply completing the order 
form and sending it along with vour payment to China Phone Book Co., 
Ltd., GPO Box 11581, Hong Kong, 


"aA cami: iam Peli ore cR n 


To: China Phone Book Co., Ltd. GPO Box 11581, 
І Hong Kong. і 
И Please rush me copv/copies of the China Telex and Fax Direc- i 

tory 1989/90 as indicated 

Name: 
l Company 
I Address: 

Tel 

[C] China Telex & Fax Directory 1989/90 

i Price: Hong Kong — HK$175 + HK$10 for postage & packing 


| Elsewhere — 1 S$42 (including airmail postage & packing) 
No. of copies 
1 [ ] Lenclose in payment thereof 


i (cheque payable to The China Phone Book Co., Ltd.) 
[C] I prefer to charge to my credit card (tick 
one) 

| Amex (1 


i Card No: 


Diners | | MasterCard |. | 


Expiry Date: 


Visa [7] 


| gestae R0907 CTF 
= a eee 
The China Phone Book Co., Lid is a wholly owned subsidiary of 
Review Publishing Co., Ltd 





CLASSIFIED 
ADVERTISEMENTS 


Appointment 


INTERNATIONAL CENTRE FOR 
DIARRHOEAL DISEASE 
RESEARCH, BANGLADESH 


О UNE oe, Rk!) Жу ee Le 


The International Centre for Diarrhoeal Disease Research, Bangladesh 
(ICDDR,B) seeks to appoint its chief executive, designated Director, for an ini- 
tial period of three years (from mid-1990), which may be renewed for an addi- 
tional term of three years. 


Established under a charter of the Government of Bangladesh, the ICDDR,B is® 
a non-profit, international medical research institution situated in Dhaka, 
Bangladesh. It is a premier international organisation conducting research 
and training in diarrhoeal diseases and related areas of public health, nutrition 
and fertility. ICDDR,B aims to develop improved health programmes through 
scientific research conducted in four major divisions — Clinical Sciences, 
Laboratory Sciences, Community Health and Population Sciences. The 1,400 
employees include 200 researchers coming from 13 countries. The Centre is 
supported by 21 countries and international organizations, including WHO 
and UNICEF, under the overall leadership of the UNDP. 


The post of the Director involves management of the Centre and guidance of 
its scientific research and programmes within the context of the Centre’s 
priorities and objectives. The Director is also responsible for creating institu- 
tional linkages both nationally and internationally, and establishing rapport 
with the donors and the host country government. 


The preferred applicant will have a distinguished record of leadership in med- 
ical research and training, a high order of managerial skill, experience of inter- 
national donors an agencies working in the health field, several years of Third 
World experience in public health, and considerable initiative and drive. 


The compensation package offered is equivalent to that of a ASG/ADG in the 
UN/WHO system. In addition, a fully furnished house with required staff and 
a chauffeur-driven car will be provided, 


Interested persons may contact members of the Search Committee (R.G. 
Feachem, UK; D.A. Henderson, USA; A. Lindberg, Sweden; Taslimur 
Rahman, Bangladesh and P. Sumbung, Indonesia) for further information but 
should in any case make contact with the secretary to the Search Committee 
(Associate Director, Administration and Personnel, ICDDR,B GPO Box 128, 
Dhaka 1000, Bangladesh. Phone 880-2-603236, FAX 8802-411846) at the earliest 
opportunity. 


Personal 


IMMIGRATION TO BRITAIN 
Do you need sound advice on UK immigration 
matters? If so, come to the Professionals 


Former senior officials of the UK immigration Discover the advantages of a luxury 
Service will assist with every aspect, includ- serviced apartment over a hotel 
ing business investor cases, work permits, . 
overseas company representatives and all in- room — Send for details. . . 
dividual requirements. Ask for our information SOUTH KENSINGTON APARTMENTS 
eum 99, Queen' 

s Gate, London SW7 SAB, 
COOPER HARRISON & CO Suite 316, Pre- , 
mier House 10 Greycoat Place, London Tel: 01-244 6966 Fax: 01-244 8214 


SW1P Tel: (01) 222 8866 Fax: (01) 222 5358 





Accommodation 


LO ND ON 


ACCOMMODATION 














Telex: 27322 





This space is reserved for 
Classified Advertisements 
Reservations should be addressed to: 
İnternational Classified Manager 
Far Eastern Economic Review, GPO Box 160, Hongkong 


Tel: 5-8328300 


Telex: 62497 REVAD HX 


Readers are recommended 


to make appropriate enquiries and take appropriate advice before send- 
ing any money, incurring any expense or entering into a binding commit- 
ment in relation to an advertisement. The Far Eastern Economic Review 
shall not be liable to any person for loss or damage incurred or suffered 
as a result of his/her accepting or offering to accept an invitation con- 
tained in any advertisement published in the Review. 
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Turning over a new leaf 

Thai poet Chiranan Pitpreecha, 34, does not 
like talking about her colourful past. "Today 
I want to be only a poet," she says. On 15 
August she scooped the annual Southeast 
Asian Writers’ award for her semi-autobio- 
graphical collection of poems Bai Maay Thee 
Haay Pai (Missing Leaf) Chiranan was 
known as Leaf in the outlawed Communist 
Party of Thailand (СРТ), which she joined in 
late 1976 after fleeing with other student ac- 
tivists to the jungle following the rightist-led 
massacre of students at Bangkok's Tham- 
masat University in October that year. 

Chiranan has been writing poems since 
she was a school girl in the southern Thai 
province of Trang, where her family ran a 
bookstore. Missing Leaf contains poems writ- 
ten in 1970-86, which draw on her personal 
experiences and have as underlying theme 
the role of women in the world. 

A pharmacy student at Bangkok's 
Chulalongkorn University (where she was 
voted the prettiest first-year girl), she was ac- 
tive in the student movement which effec- 
tively brought down the Thanon Kit- 
tikachorn military dictatorship in 1973. 

During her four years in the jungle, she 
married another student leader, Seksan 
Prasertkul, and they now have two child- 
ren. The couple defected from the СРТ and 
surrendered to the government in 1980, 
after which Chiranan concentrated on ob- 
taining her doctorate at Cornell University in 
the US and on her writing. 


Just the man for this hot seat 
Whenever one of Japan's big four securities 
brokers was asked to provide a speaker to 
address an international financial confer- 
ence, the chances were that the invitation 
would be passed to Jiro Yamana, 57, deputy 
president of Daiwa Securities, thanks in part 
to his excellent English. Such exposure 
means he will be no 
stranger to the finan- 
cial community when 
he takes up his new 
job as president of the 
| Asian Finance Invest- 
` ment Corp. (AFIC), the 
irect investment arm 
of the Asian Develop- 
A ment Bank (ADB) that 
> was set up amid some 

controversy in May. 
One of Japan’s first stockbrokers to pass 
the American Chartered Financial Analyst's 
exam, Yamana is a graduate of Kyoto Uni- 
versity. He has plenty of international ex- 
perience, having served five years as presi- 
dent of Daiwa’s US subsidiary. 

This youthful-looking and approachable 
financier will need to muster all his diploma- 
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tic skills to make the new post a success. US 
and European governors of the ADB re- 
sented what they thought was an attempt 
by Japan to railroad through the setting up 
of the АНС, which they suspected Tokyo 
wanted to dominate. Yamana wisely kept 
quiet while the arguments over the invest- 
ment corporation swirled about him, merely 
saying he would be happy to serve if called 
upon. 


Young generals rising star 
George Yeo Yong Boon, 33, otherwise 
known as "the other Singapore brigadier- 
general" and "the thinking man's general," 
is the minister of state for finance and foreign 
affairs in Prime Minister Lee Kuan Yew's 
government and one of its fastest rising 
stars. Yeo was centre-stage on 19 August 
when he switched on Swing Singapore, the 
annual street jamboree: the following day 
Lee quoted him frequently in his National 
Day rally speech. 

One of the republic's top students, with 





an engineering degree from Cambridge 
University and an MBA from Harvard, Yeo's 
"long-range thinking" and candour appeal 
to Lee. He is almost the only member of 
cabinet who does regard critics of govern- 
ment policies as enemies of the state. 

Yeo is tipped to be the next finance 
minister, which would be an unprecen- 
dented elevation for so young an MP and 
one who entered parliament only after last 
years elections. Earlier this year he was 
quoted as saying: "Singapore cannot be- 
come a great nation in this information age 
without a lively democracy”; it remains to be 
seen whether such open-mindedness can 
survive the pressure of political ambition. 


A well-earned sabbatical 


Goenawan Mohamad, 49, the editor of In- 
donesia's leading news magazine Tempo, 
has been awarded the prestigious Nieman 
fellowship for journalists at Harvard Univer- 
sity. He is the first Indonesian in six years to 


FAR EASTERN ECONOMIC REVIEW 


win the award. This enigmatic journalist, 
poet by vocation, pens the short b 
thought-provoking essays that appear 
Tempo each week and which have come 
be regarded by many as the most percepti" 
view of the mood of the nation. 
Goenawan is looking forward to tl 
change of pace at Harvard. However, ! 
will continue to write — 
his “side notes,” “ы 
but many wonder 
whether he will be 
able to maintain the 
obliqueness and sub- 
tlety demanded of him 
in Indonesia by the 
controversial nature of 
his material. He is 
going to be missed be- 
cause political events 
in Indonesia seem at this point to require hi 
discerning leadership at the magazine. 
Goenawan studied psychology at tk 
University of Indonesia. But in the turbules 
years before the downfall of Sukarno, tk 
young poet helped lead a literary movemes 
that rejected the conformity demanded t 
the then dominant forces of communis 
and socialism. This idealism has accor 
panied him to the editorship of Temps 
which he co-founded in the early 1970s. 





Dissident takes the plunge 
Champion swimmer Yang Yang, 20, Ы 
came the latest in a growing number of ай 
affected mainland Chinese seeking politic 
asylum abroad. Unlike others who ай 
creetly approached foreign governments 
Yang announced his decision to ask th 
Hongkong Government for sanctuary at 
press conference held in the territory on 2 
August. 

Yang came to Hongkong in March on 
two-way permit and was not in China dus 
ing the tumultuous May-June demonstr 
tions. However, he claimed he had take 
part in pro-democracy rallies in Hongkow 
in support of the Peking students and wa 
worried about reprisals should he return # 
the mainland. Yang also revealed that F 
had been a secret member of the New Yorks 
based Chinese Alliance for Democracy fe 
two years. The alliance, which organised he 
press conference, was branded by Peking ай 
“reactionary” and was blamed for incitins 
the students to protest. 

It is understood Yang sounded out sew 
eral other governments without succes» 
though he denies such approaches. In des: 
peration, he was advised to go public anw 
force the issue. Yang has been a member с 
the Chinese national swimming team sinc- 
1983 and won the 200-m medley race in thw 
1987 national championships. 


7 SEPTEMBER 1988 
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BREATH IN THE PROMISE OF ENDLESS BIRTHDAYS TO 
COME. OMEGA. FORALL YOUR SIGNIFICANT MOMENTS. 





OMEGA ALWAYS MARKS SIGNIFICANT MOMEN rs 
AT THE OLYMPICS. IN THE SPACE PROGRAM 

IN SIGNIFICANT LIVES LIKE YOURS 

THE OMEGA CONSTELLATION. FOR YOU BOTH 
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THE FINE ART OF FLYING 
by Bradley. 
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Joyride by Martin Bradley. In capturing the spirit of our nonstop flights to Bangkok, Tokyo, Rio and Los 


Angeles, the painting by British born Bradley, projects not only a sense of happiness, but also feelings of 
certitude and pride in his technique. And at Air France we have the same feelings every time you fly with us. 


Technically speaking, I care nonstop. 
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Most of our guests never 


leque us. 


[Ks not Surprising 

Sari Pacific Jakarta has Stuck many 

hearts. Foreign and local alike. 

Especially mwth warm alenhve Service in 

such a Friendly atmosphere - 
Holidaymaters and business guests fnd it 
harod fo forget Our cosy informal Style. 

Even our local friends cant resist us. 

/# 5, just lke home here. 

So when youve a geod mind fo visit 
Jakarta, think of Sari Pacifc. 
You?! fall in love with the Aore/ 

with heart. 
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© 
They WI | | The year 2010 may seem far off. But there is one prophecy we 


can make right now: energy economy, transportation, and 
environmental protection issues will be no less important than 
Р they are today. 

CT) OY the As the world leader in electrical engineering, we focus our 
research and development efforts on these areas. The results 
have far-reaching effects. 

d Take our ingenious burners and combustion chambers for • 
fruits of ur fossil fuels, for example. They offer extremely low 
emission values of pollutants, and provide customers 
with the most modern power-generation equipment for new plants, 
or the upgrading of existing ones. 

research Or take ceramic fuel cells which convert the latent energy 

: potential of fuels directly into electrical power. Their use in power 
generation will lead to spectacular increases in efficiency and mini- 
mize CO, emissions. 

Novel semiconductor devices and power electronic systems 
will play an important part in future, safe, high-speed, rail trans- 
portation systems, both in and between major cities. And emission- 
free electric vehicles will become a practical alternative to today's 
cars with internal combustion engines. 

The $1.3 billion we invest annually in research and develop- 
ment of this kind is not only of benefit to our customers in terms 
of immediate results. It also ensures that they will have a business 
partner at the leading edge of electrical engineering and environ- 
mental technologies 20 years from now. 


Which is when our children will take over. 
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The Perfect Pirouette 
Excellence worth a front row 


High performing PCs that satisfy even the most 
scrupulous users, are surprisingly affordable. 


Investing in the Samsung 386 Micro — 33 MHz. By developing state-of-the- 
Computer SD830, means you re not art computers as well as sophisticated 
only getting a highly cost-efficient pack- — semi-conductors and peripherals 

age, but youre also getting Samsung's Samsung has propelled itself as one of 
service as a total systems vendor. Based the leaders in the integrated information 
on the floor-standing type 33 MHz 386 industry 

microprocessor, SD830 is a powerful 

microcomputer ideally suited for file — Standard memory — 4 MB on board 

server and other high-performance (8 MB — 40 MB) Cashe memory — 64 KB 
applications. — Color monitor capable of supporting DTP 


As a total systems vendor, Samsung and Got d CAD/CAM; Super VGA 

LO ARES yy Aes certe a compatible. 

LAP Lent a variety of XT, AT, yh? — Dot Printer (9 pin 300 cps, 24 pin 220 cps) 
LAP- computers based on 10 Z Laser Beam Printer (8 ppm) 


* XT and AT are registered trade marks of IBM. 
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Profits from ‘masochism’ 

In Now for the bad news [SHROFF, 31 Aug. | 
Asia Securities International Ltd (ASIL), is de 
ferred to as "brokers." I would like to poir 
out that this is incorrect as the principal act 
vity of the company is that of property in 
vestors and developers and diversified fi 
nancial services, including corporate rescue 

Your reference to myself and ASIL’s sup 
port for Chinese Estates describes me a 
“the inexplicably masochistic Bill Wyllie.” 
assume this is because of ASIL’s long stana 
ing presence on the Chinese Estates shar 
register and it implies, again incorrectly, the 
this has been a financially painful experienc 
for us. The following facts therefore, may E 
of interest. 

In September 1987, prior to the worlc 
wide stockmarket crash, ASIL successfull 
placed 100 million Chinese Estates shares а 
HK$2.10 per share, realising a net profit ¢ 
HK$32 million (US$4.1 million). 

Almost exactly one year later, in Sey 
tember 1988, ASIL exercised all its rights aw 
taching to the short-dated 1988 Chinese E 
tates warrants it then held, at an exercis 
cost of 60 HK cents per new share, for a tot 
investment of HK$261 million. This resulte 
in the acquisition by ASIL of 434,424,389 ne 
ordinary shares in Chinese Estates whic 
following the subsequent consolidatio 
translated to 173,769,755 ordinary share 
As part of this exercise, ASIL received, te 
gether with all other warrant holders wt 
exercised their 1988 short-dated warranw 
entitlements, one 1991 and one 1993 wa 
rant, free of any consideration, for each tw 
ordinary shares acquired prior to the co 
solidation. As a result of this exercise, AS 
now holds 217,212,194 1991 warrants ar 
the same number of 1993 warrants. 

The current market value of this расказ 


| of ordinary shares and warrants would ha 


been approximately HK$400.5 million. TI 
compares favourably with the acquisitic 
cost of HK$216 million, despite the fact th 
Chinese Estates shares are currently out 
favour with investors in Hongkong and tM 
fact that the ordinary shares are now tradisi 
at less than 30% of the last published r 
asset backing for each share in issue. 

In March this year, ASIL successfu 
placed 112 million of its ordinary shares 
Chinese Estates at HK$3.10 per share, reali 
ing a net gain of HK$98 million. If this 
being masochistic, then, on behalf of ASI 
shareholders, I am all for it. W.R. A. WYLIE 

Chaira 
Hongkong Asia Securities Internatios 





| Money goes to schools not trustees 





The interesting articles on education in t 
Philippines [COVER STORY, 6 July] gave dii 
credit to the crucial role private schools р№ 
in maintaining the high literacy rates of « 
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From the first moment you enter the Hong Kong Marriott Hotel the effect ШТ ê Ге EET 
is dramatic. The lobby is spacious yet warm and inviting, And those first | 
words of welcome from our Marriott staff make you feel entirely at ease. 


A comforting feeling when you're away from home. 


The opening scene atthe —— _ 
Hong Kong Marriott Hotel ix 
sets the mood. 


It's an opening scene that sets the standard for your stay at the Hong 
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Kong Marriott Hotel. Simply put, we take care of you. We attend to your 
every comfort in friendly and reliable Marriott fashion—24 hours a day. 
Our rooms offer unprecedented panoramic harbor and Peak views. 


We've also added some very intriguing five-star features like computerized 
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bedside controls that let you call for valet service or adjust the curtains. 
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Апа the most advanced safety features went into the design and соп- 
struction of the hotel to offer guests a very safe environment as well as a 
luxurious one. 

With our Business Center and Concierge Floors, we also help you get 
down to business during your stay. Then when business gives way to pleasure, 
you're next door to Hong Kong's premier shopping complex, the Mall. 

Every night you spend at the Hong Kong Marriott earns you points 
to put towards some terrific rewards. Just ask us about enrollment in our 
Honored Guest Awards Program, the travel industry's richest guest ap- 
preciation program. 

From the moment you join us in Hong Kong until you leave, we 


take care of you—at the Hong Kong Marriott Hotel. 


HONG KONG 


rriott. 


Marriott people know how. 





For reservations, call the Hong Kong Marriott Hotel, Pacific Place, 88 Queensway, Hong Kong, Tel: 5-8108366, Th: 66899 MARTT HX. Fax: 5-8450737 
Contact your local travel professional, Utell International or any one of the following reservation offices: London Tel: 01-439-0281, Sydney Toll Free 008-251259, Tokyo Tel: 03-215-7285, 
USA Toll Free 800-228-9290, Frankfurt Tel: 069-253-041, Paris Toll Free 19-05 90-8333. Milan Tel: 02-7200-1363, Zurich Tel: 01-311-6858 Singapore Tel: 224-9955, Bangkok Tel: 02-252-4620 Bombay Tel: 022-492-5459 
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The first steps you should take to start doing 
business in Australia. 


If you’re thinking of doing business 
in Australia, the Commonwealth Bank 
will be able to give you a knowledgeable 
introduction to Australia’s complex 


marketplace. 
Our network of over 1250 branches 


you step into the Australian market, ste 
into the Commonwealth Bank. 


COMMONWEALTH BANK 
OF AUSTRALIA. 


Australia’s leading bank. 


covers the whole of Australia and key 
financial centres of the world. 

Putting us in the best position to 
provide expert advice on investments, 


markets and opportunities. 
All of which suggests that before 


Sydney (Head Office), Tel 61(2)227 711. London, Tel 44 (1)6000822. Frankfurt, Tel 49 (69) 290166. New York, Tel 1(212)848 9200. Chicago, 
Tel 1(312)876 1200. Los Angeles, Tel 1(213) 6894702. Tokyo, Tel 81 (3) 213 7311. Singapore, Tel 65 (224) 3877. Hong Kong, Tel 852 5-221093. 
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country, especially in the higher learning 
world. 

There may be a general belief, however, 
that the founding families of all these private 
educational institutions, by their dedica- 
tion, made fortunes out of these schools. 

Itis only fair to give credit to some institu- 
tions, including the Philippine Women's Uni- 
versity, which organised themselves as non- 
stock corporations from the start and as such 
do not declare dividends. Whatever these 
institutions realise in terms of profit, if any, 
is used for the benefit of the school, not for 
the benefit of trustees. HELENA Z. BENITEZ 

Chairman 
Manila Тһе Philippine Women's University 


Graduates produce graduates 

Listening to the Singapore prime minister's 
National Day speech in which he returned to 
one of his favourite hobby-horses, that 
graduate Singaporeans should marry each 
other to produce outstanding and valuable 
Singaporeans, my thoughts turned to a 
comparison of two outstanding Singapo- 
reans, Lee Kuan Yew and BG Lee. 

Does the prime minister consider that BG 
Lee is the more outstanding and valuable 
Singaporean because he had the advantage 
of brilliant graduate parents? 

Johor Baru JOSY FERNANDEZ 


Protecting national interests 

The article Reluctant seller [17 Aug.] regard- 
ing potential restrictions on foreign invest- 
ment in the US presented a well-balanced 
discussion of the Exon-Florio provision. Al- 
though the broad scope of Exon-Florio 
creates the potential for its mis-use, in prac- 
tice government officials are making every 
effort to facilitate foreign investment in the 
US. Having represented several foreign 
companies which have gone through the 
Exon-Florio process, I can attest to the com- 
mitment of the staff of the Committee on 
Foreign Investment in the US (crus) to 
utilise Exon-Florio only to protect the na- 
tional security interests of the US. 

With respect to the Tokuyama Soda case, 
Tokuyama never abandoned its bid for 
General Ceramics. Rather, Tokuyama only 
sought an extension of the CFIUS review 
period to enable it to dispose of the opera- 
tions which allegedly involved the produc- 
tion of components for nuclear weapons. 
This disposition was completed in May, and 
on 6 June, Tokuyama launched a tender 
offer for General Ceramics which was suc- 
cessfully completed on 5 July. 

Los Angeles HILLEL T. COHN 





It's news to us 

The glowing account of New Zealand's new 
deputy prime minister Helen Clark [PUBLIC 
ҮЕ, 24 Aug.], reads to informed 
New Zealand readers. It is news to us that 
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Holiday Inn Metropolitan Tokyo 


In Tokyo, a first-class 
hotel says a lot about the 
way you do business. 


Among Tokyo's most prestigious hotels, Holiday Inn Metropolitan 
is fast emerging from the crowd. 

From spacious, well-appointed guestrooms, the ancient and 
modern delights of Tokyo are all waiting when business is completed. 
The railway / subway hub station of Ikebukuro is only a moment's 
walk from the Metropolitan's grandly proportioned lobby and seven 
exceptional restaurants. A direct limousine bus service runs from Narita 
airport. 

Attentive, inconspicuous service and a complete array of state-of- 
the-art facilities provide the support you need to work and relax in style. 

Holiday Inn Metropolitan puts you in position to do business 


with Tokyo's elite. An excellent reason —— ocanon. comronrs wue — 
to choose us first. The Worlds First Choice 
% Holiday Sun 

Metropolitan Tokyo 


For further informanon and reservations 


á—————————— ES:‏ —— سے 
Contact your travel agent, or our Regional Sales Office, 20/F, Tower 3, China Hong Kong City, 33 Canton Road, Kowloon, Hong Kong.‏ 
Tel 37366855, The: 43786 НИКО HX, Fax: 37352808; or Holiday Inn Metropolitan Tokyo, 6-1 Nishi-Iebukuro, I«home, Toshima-ku,‏ 
Tokyo 171, Japan. Tel. (03) 980-1111, The: 272-2787 HTLMET J, Fax: (03) 980-5600.‏ 

Malaysia: 03-2939233 Singapore: 7377966 Hong Kong: 3-7 366855 United States: 1-800-HOLIDAY Sydney: 02-261-4922 Tokyo: 03-5485011 
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‘he masterminded the Labour Party's stra- 
egy for the 1984 and 1987 elections. If that is 
ю, the government must have an ability to 
seep secrets which no one here suspects. 
ou are wise to say that she “has been iden- 
with Labour's leftwing" because her 
simplistic step in handing over the 
ing of Auckland's hospital services to a 
minent businessman with no grasp of 
sealth issues, and her currently mooted pro- 
»osal to close down Wellington's psychiatric 
sospital, is neither leftwing nor sensible. 
Since the July 1984 election of the govern- 
nent (in no meaningful sense a "Labour" 
ent), women in New Zealand have 
sad little benefit from its actions: the devas- 
ating impact of its as yet unsuccessful eco- 
tomic policies has hit women particularly 
tard. I am sceptical whether New Zealand 
vomen will fare any better with Clark as 
leputy prime minister than British women 
save with Margaret Thatcher as prime 
ninister. 


Vellington J. D. MORGAN 


Politicians vetted by Washington? 
he extent of Washington's influence over 
"akistan's polity has long been a source of 
tion in the international press and in 
e hushed after-dinner conversations of 
*akistanis. 

Lieut-Gen. Fazle Haq's assertion that 
the US would never have tolerated his 
eing governor of the NWFP for so long had 
te been involved in the drugs trade" [The 
sarcotics nexus, 10 Aug.] suggests that 
Vashington’s influence extends to senior 
overnment hiring and firing decisions. As- 
uming Над'ѕ statement has not been mis- 
epresented by the newspaper from which it 
vas borrowed by the REVIEW, it may present 
1e first instance in which a senior Pakistani 
»olitidan has admitted to being vetted in 
Nashington as well as Islamabad. 

If Haq's governorship was in fact en- 
orsed by Washington, this may be of par- 
cular note if formal narcotics charges are 
rought against the erstwhile army corps 
ommander, and especially so if he is con- 
icted. 


Jew York ABID ASLAM 


*efence of the indefensible 

as an impartial reader, I have been follow- 
ng the exchange of correspondence in these 
columns on matters relating to Singapore. 
fay | add that the continuing duel, replete 
vith sallies, frosty rebuttals, vituperations 
nd counter-arguments (but, alas, no 
umour), makes for fascinating reading. 
‘ertainly, few contemporary public debates 
re as fully chronicled. 

Lately, though, the Singapore Govern- 
kent has begun to lose out in the debate, al- 
eit for reasons unconnected with the merits 
r demerits of the issues at stake. I see a 
hilosophical contradiction in the act of first 


4 SEPTEMBER 1989 


Da 
BR: - > A 


WU „э; тг г тегү —- Ө у= 
4 - t "e NT: T4 


més. - P$ Ti 


denouncing the REVIEW because its columns 
contain rot and nonsense about Singapore 
and then stooping actually to read the alleged 
bilge and — worse — constantly react to it. 
Nonsense which does not end up in the 
dustbin but merits high governmental 
attention cannot, by definition, be non- 
sense. 

And having tripped on this tautological 
point, even cogent reasonings on the part of 
the Singapore establishment tend to come 
across to the neutral reader as efforts to de- 
fend the indefensible. 


Calcutta SUJOY GUPTA 


In the service of our country 
Regarding Salt in the wound [24 Aug.], I did 
not resign earlier this year. In February 19881 
asked President Aquino to retire me when I 
reached 65, which is the compulsory retire- 
ment age in the civil service (though this did 
not apply to me as Internal Revenue Com- 
missioner), to set an example to those who 
try to pull strings to remain beyond their re- 
tirement dates. 

I did not resign in exasperation, as the ar- 


ticle stated, "over a lack of presidential sup- | 
port for his efforts to hunt down tax evad- | 


ers." If so, why would I continue working 
for a government with which I was exasper- 
ated? (The 65 age limit does not apply to 
non-career diplomats.) 


I do not want to pick a quarrel with my | 


colleagues in the career or non-career dip- 
lomatic service who were recalled from their 
posts, but we non-career diplomats hold our 
jobs at the pleasure of the president. If we 
are called home, we have to go. Career dip- 
lomats may have a legitimate claim to tenure 
and to their rank in the foreign service, but 
no one has a claim to an ambassadorial post- 
ing. This is especially true of non-career dip- 
lomats. 

The article implied that the ambassado- 
rial postings are "plums" given as a reward 
or as an opportunity to establish or develop 
one's career. To represent a financially hard- 
up country like the Philippines is an expen- 
sive and difficult job that requires personal 








and financial sacrifices — unless I am un- | 


aware of perks and advantages that others 
may have had which motivate them to cling 


to their posts. BIENVENIDO TAN 
Bonn Ambassador of the Philippines | 
Mary, Mary, quite contrary 


When Mary Lee [GUEST TRAVELLER'S TALES, 
17 Aug.] visits the US she should listen to 
the heartbeat of America rather than the 
"pinkoes" she obviously hangs out with. 
Pro-lifers are exactly what their label implies 
— pro-life. The antonym in pro-death. Pro- 
choice is fascist newspeak for murder, other- 
wise known as abortion. 

Also, George Bush is usually left of 
centre for we “rightwingers.” 
New York GREGORY L. WILSON 
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: Despite having 
come to power 
` atthe head ofa 
“people’s 
= revolution,” 
= President Corazon 

- Aquino is 
increasingly reliant 
= onthe political 
= support of powerful 

m  — x regional oligarchs. 
Key figures among them have been 
brought on side by one of her brothers 
through a deft merger of two political 
parties. Overall, the provincial barons and 
dynasties have managed to make the 
transition from the Marcos era with 
comparatively little dislocation of their 
patronage networks, and their ability to 
buy and sell votes still mocks the country’s 
democratic institutions. Manila bureau 
chief John McBeth explains how a 
combination of the central government's 
incompetence and a diverse social legacy 
reinforces the provincial bosses. As well as 
providing a map of the various dynastic 
territories, McBeth presents a series of 
portraits of the different kinds of local 
patrons, from strongmen like Governor 
Rodolfo Farinas of Ilocos Norte to the 
sultan-like Congressman Ali Dimaporo of 
Lanao del Sur. The Aquino government's 
plan to give more autonomy to the 
provinces is based on the hope that it will 
make the barons more accountable. 36 

Cover illustration by Andy Tang. 





INTELLIGENCE 


Unwelcome Appointment 


Clyde Prestowitz, former US trade 
negotiator and author of the controversial 
book on US-Japan economic relations 
Trading Places, is being considered as the 
new US representative on the Pacific Basic 
Economic Council (PBEC), a businessmen's 
group exploring Pacific economic 
cooperation. Prestowitz is regarded as a 
trade hawk and a "Japan-basher" by some 
— though he denies these charges — and 
PBEC members from other countries may 
not welcome his appointment. Prestowitz 
is also likely to head a new economic 
institute which will explore, among other 
things, formulation of industrial policy for 
the US, his pet subject. 





Kaifu in Washington (14). 


Regional Affairs 


Foreign Relations : US/Japan 

New Japanese Prime Minister Kaifu is 
received cordially in Washington, but 
there are strains in the relationship 14 


Refugees : Vietnam/China 

Taiwan faces a dilemma in maintaining its 
right-of-abode policy for ethnic Chinese 
as demand soars from Hongkong and 
Macau. In Japan, authorities begin stricter 
screening of Chinese economic migrants 
posing as Vietnamese boat people. 
Meanwhile, Hongkong’s refugee camps 
are racked by violence and cholera 15 


Singapore : Jeyaretnam 

A dispute between a British writer and the 
Singapore Government revives opposition 
politician Jeyaretnam's hopes of an airing 
forhislegalcase 17 


Fears of Islamic Autonomy 


Peking is concerned that Islamic separatists 
in China's far-western Xinjiang 
Autonomous Region are stepping up their 
activities. The region's activists have been 
stimulated by the successes of nationalist 
movements in Soviet Central Asia and 
hope to take advantage of the central 
government's preoccupation with its own 
internal struggles. Chinese Minister of 
Public Security Wang Fang, following a 
two-week inspection tour of Xinjiang in 
August, said that "conspiratorial separatist 
forces" had been the main factor for 
instability in the region and that the "root 
cause lies in the attempt of the US and 
other countries to split and subvert our 
country." Officials are understood to have 
identified seven "foreign" organisations 
backing separatist activities in Xinjiang: the 
Eastern Turkish National Salvation 
Committee, Eastern Turkish Nation 
Revolutionary Front, Eastern Turkestan 
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Afghanistan : Mujahideen 

The Afghan resistance, plagued by 
factional fighting, appears to be on the 
brink of disintegration. In addition, 
fundamentalist mujahideen groups are 
now stalking their opponents exiled in 
Pakistan, leaving a mounting death toll in 
their wake 23 


Malaysia: Politics 

Prime Minister Mahathir appoints his 
former deputy — and political rival — as 
the country's special envoy to the UN in a 
conciliatory gesture aimed at helping to 
unify the new Umno 24 


Indonesia : Muslims 

The surprise election of a new chairman to 
the country's Muslim political party has 
served to boost its flagging spirits 25 


Bangladesh : Law 

A court ruling barring a constitutional 
amendment is seen as a setback for 
President Ershad's efforts to institute 
judicial reforms 26 

Hongkong : Politics 

A conservative pressure group proposes 
a bicameral legislature for the territory, 
undermining the government's own 
political model 26 


Vietnam : Political Reform 

Communist party leaders reject appeals for 
political reform and accuse the West of 
undermining socialism in Eastern Europe. 
Hanoi also acknowledges it did not 


Fund, Kazakh Turkish People's Fund, 
New Eastern Turkish Residents Association 
World Islamic Federation, and the Eastert 
Turkestan, Mongolian, Manchurian and 
Tibetan People's Federation. 


Underestimated Strength 


A recent estimate of the total strength of 
Indonesia's armed forces (Abri) of around 
500,000 has puzzled military analysts in 
Jakarta who had previously used an 
approximate figure of around 300,000 
including the police force. The higher 
figure was used by armed forces 
commander Gen. Try Sutrisno in a July 
speech. Confirming that Sutrisno's 
estimate was accurate, military sources 
divulged that Abri's total strength is 
533,000: a figure that includes 220,000 in 
the army, 40,000 navy, 23,000 air force, 
170,000 police and 80,000 in a university 
student corps. The total strength of the 
local militia is estimated by Abri sources at 
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mplement reforms contained in Ho Chi 
Minh's will 30 

Thailand : Media 

lournalists complain that press freedom 
1as suffered under Prime Minister 
Chatichai, despite his new era of 


lemocracy 35 


Arts and Society 


Korea : Reunification 

More and more students and intellectuals 
n the South are passionately committed to 
the ideal of One Korea for, as a South 
Korean poet put it, “the DMZ runs across 
our heart” 48 


Philippines : Health 
It is still man vs mosquito as a new assault 
on malaria is launched 52 


Business Affairs ||| 
Japan : Banking 

Japan's biggest-ever bank merger is likely 
to herald further consolidation of the 
financial sector as liberalisation begins to 
bite 60 

China : Economies 

Shanghai, the country’s industrial hub, 
has been hit by an investment drought 61 
Influx of foreign funds slows 62 

Financial markets boom 63 

Jiangsu’s dynamic rural industries come 
under attack from Peking 64 


1.5 million. Anxious, however, to dispel 
notions that Indonesia’s army is the most 
powerful in Asean, the military insists that 
it continues to operate within stringent 
oudgetary constraints. “The entire annual 
allocation for Abri would be enough for 
one day of the US military’s running 
costs,” said an Abri official. 


Dubious on Democracy 


Stephen Solarz, the 
New York 
congressman known 
for his forecasts that 
the winds of 
democracy are 
blowing across Asia, 
is said to be less 
certain of the strength 
of these winds in 
Indonesia. On a 
recent visit to Indonesia, Solarz spent less 
than a day at a US-Indonesian bilateral 
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South Korea : Policies 

Seoul plans steep increases in property 
taxes and tough limits on land 
ownership 72 


Indonesia : Markets 

Jakarta eases share-purchase restrictions, 
prompting a flurry of buying activity by 
foreign funds 73 

Asia: Trade 

Regional economies are expected to 
outperform the rest of the world, though 
overall growth will slow 74 


Asia: Finance 
A World Bank arm aims to promote 
blue-chip issues in emerging markets 74 


Malaysia : Economies 

A flood of foreign investment is rapidly 
transforming Johor into one of Malaysia's 
main industrial regions 75 

Hongkong : Companies 

A company merger in the face of regulatory 
opposition calls into question protection 
for minority shareholders 84 


Taiwan : Markets 

Taipei stockmarket turnover soars to 
record levels despite government efforts to 
cool the buying frenzy 85 

Australia : Companies 

Hongkong property magnate Y. S. Lo 
offers to rescue troubled Australian 
property giant Hooker Corp., now in the 
hands of the liquidator 86 


conference in Bali at which Indonesia's 
moves towards political openness were 
discussed at length. Sources close to Solarz 
said he finds it difficult to foresee the same 
kind of political opening in Indonesia that 
he asserts has taken root in South Korea 
and the Philippines. 


Short-Term Security 

Japanese Prime Minister Toshiki Kaifu 
seems increasingly certain to be re- 
appointed to a full two-year term as 
president of the ruling Liberal Democratic 
Party (LDP) when his current term expires 
in late October. This is because party 
bosses have decided that the LDr's chances 
of winning the next general election 
depend on presenting an appearance of 
stable leadership. LDP insiders expect an 
election by January at the latest, though 
parliament does not have to be dissolved 
until July 1990. But if the LDP does badly in 
the election and loses its majority in the 


FAR EASTERN ECONOMIC REVIEW 





Regular Features 


Books 

Calcutta chic 56 

Hongkong loses its lustre 59 
Butterfly as parasite 59 


Briefing 
Regional 18 
Business 87 


Company Results 78 
Economic Monitor: South Korea 78 
Exchange Rates 89 


The 5th Column 
Vietnam's mixed blessings 76 


Intelligence 12 


Invisible Hand 
Better labour standards and fair 
trade 66 


Letters to the Editor 6 
Prices and Trends 88 


Public Eye 
Ron Brierley, Toshio Mori, Wu Le-t'ien, 
Azman Hashim, Chu Bong-foo 98 


Research and Innovation 
Fighting dengue fever 71 


Shroff 
Daewoo's deadweight 83 


Stockmarkets 90 
Traveller's Tales 47 


lower house of parliament, Kaifu will 
probably be forced to step down as party 
leader in favour of former foreign minister 
Shintaro Abe. 


Extending the Reach 


The BBC World Service is believed to be 
interested in extending its short-wave 
transmissions into the South Pacific and 
may approach Radio Australia to share use 
of its transmitters. In the early 1970s 
Canberra rebuffed approaches from the 
BBC to have its Far East transmitters shifted 
from Malaysia to Darwin. However, 
Australian attitudes may have changed, as 
Radio Australia helped the BBC boost its 
Pacific reach during the Fiji crisis in 1987. 
Meanwhile, the BBC is also believed to be 
interested in local FM transmission of the 
World Service, with a station in Sydney 
under consideration. This could put some 
noses at the Australian Broadcasting 
Commission out of joint. 
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Cordial US welcome for Kaifu masks underlying tensions 


Tokyo touches base 











By Susumu Awanohara in Washington 








umming up the brief visit here by 
the new Japanese Prime Minister 
Toshiki Kaifu, US officials were 
moderately impressed that the com- 
promise leader — a product of the ruling 
Liberal Democratic Partys (LDP) scandals 
and squabblings — had a mind of his own. 
Their Japanese counterparts were gratified 
at the obvious US realisation that, despite 
everything, Japan was an important, and in- 
creasingly equal, global partner. 

The worry is that US and Japanese offi- 
cials, by arranging a happy visit when the 
US Congress was in recess and most of the 
growing number of Japan bashers among 
US politicians, bureaucrats, lobbyists and 
others were out of town, might have given 
Kaifu and themselves a false sense of the 
troubled bilateral relationship. And while 
the visit proved that the reservoir of good- 
will between the two countries still 
existed, it did not indicate convinc- 
ingly how they intend to adjust to the 
reality of their increasingly competi- 
tive, yet interdependent, economic 
relationship. 

The Japanese foreign policy estab- 
lishment wanted the Kaifu visit to 
publicise continuity in the face of un- 
ceasing political uncertainty in 
Tokyo. Kaifu no doubt calculated 
that a successful foreign visit, particu- 
larly to the US and to Mexico (to 
which Japan is extending financial 
largesse), would be worth the pre- 
cious time it will take up in bolstering 
his own position at home. 

Perhaps the one surprise was the 
extent to which the US administra- 
tion went to greet the third Japanese 
prime minister in as many months, whom 
some predict will only last until the next 
lower-house election, possibly before the 
end of the year. President Bush and some 
key cabinet members interrupted their holi- 
day and flew back to Washington on 1 Sep- 
tember to meet Kaifu. The Japanese leader 
also talked with several congressional lead- 
ers who were in Washington. 

Satisfied, Japanese officials boasted 
that the US does not do so much for just 
any country. They said that the US treat- 
ment of Kaifu symbolised the conviction 
that the growing interdependence of the 
two countries is irreversible and that 
the two have no choice but to cooperate in 
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solving their, and the world’s, problems. 

Reasonableness prevailed in discussions 
on the persistent US$50-billion-a-year trade 
imbalance in Japan's favour. While well- 
known complaints about each other were 
repeated, it was done diplomatically. Thus, 
Bush wanted Japan to become an importing 
superpower, not just an exporting one. 
Kaifu, for his part, rather bluntly called on 
the US to reduce its budget deficit, increase 
national saving and regain industrial com- 
petitiveness, but pledged that Japan would 
continue to do its part and stressed that the 
economic reforms Japan is undertaking are 
for the benefit of Japanese consumers as 
well as for foreign exporters. 

Bush and Kaifu's treatment of the con- 
troversial Super 301 provision of the 1988 US 
Trade Act — under which the US adminis- 
tration had to name unfair traders including 
Japan and is now required to negotiate with 
them to eliminate the alleged unfair trade 





Kaifu with Bush in Washington. 


practices — is a case study of how each gov- 
ernment is responding to domestic pres- 
sures hostile to the other country, while try- 
ing to minimise friction. 

Contrary to congress’ expectation, the 
US Government hit Japan with Super 301 
lightly, citing unfair practices in only three 
items, supercomputers, satellites and forest 
products. But reflecting increasingly defiant 
Japanese public opinion, Tokyo has taken 
the position that the US, as a party in a trade 
dispute, cannot unilaterally pass judgment 
on Japan and refused to enter into negotia- 
tions in the context of Super 301. 

During talks with Kaifu, Bush insisted 
that the problems of supercomputers, satel- 
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lites and forest products must indeed be dis- 
cussed but did not emphasise Super 301. For 
his part, Kaifu warned of the act's negative 
impact but confirmed in effect that the Ja- 
panese were willing to discuss the three dis- 
puted items, outside the controversial trade 
law provision, along with other items on the 
agenda at the bilateral Trade Committee 
talks in Hawaii in early September. Thus 
the US is not waving the Super 301 flag but 
the Japanese understand that if pressed by 
congress, Bush might have to say that he 
has already entered into negotiations with 
Japan. Tokyo will insist that the talks are out- 
side Super 301. 

Bush also placed great hope on the so- 
called Structural Impediments Initiative (su) 
to consider and remove alleged structural 
causes of the bilateral trade imbalance. In a 
sense, the Sil was invented by the Bush ad- 
ministration as a sop to congress when 
Japan got off lightly on the Super 301 front 
and a suspicious congress is de- 
manding real results from the sil 
talks, the first round of which was 
held inconclusively in Tokyo on 4-5 
September. Kaifu stressed that the sii 
was a "two-way street" in which US 
as well as Japanese impediments to 
trade will be dealt with and warned 
against too great a US expectation for 
quick results. 


n a rare show of Japanese dip- 
lomatic flair, Kaifu's handlers 
had the prime minister pro- 
pose the establishment of a 
"Mickey Leland memorial pro- 
gramme for international deve- 
lopment.” Leland, an activist 
Black congressman, died in August 
in an air accident in Ethiopia while 
carrying out his long-standing food- 
relief mission. Leland had protested 
against former Japanese prime minister 
Yasuhiro Nakasone’s disparaging re- 
marks about Black and Hispanic Americans 
which exacerbated bilateral relations 
in 1986. Some Japanese officials are say- 
ing that a Leland fund will be used to 
help Japanese aid officials learn from 
their more experienced US counterparts. 
Some Americans believe it will be used to 
tight poverty and famine in the developing 
world. 

Washington's welcome for Kaifu re- 
flected in part a desire to see him consolidate 
his position against the opposition political 
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»arties in Japan. Until recently, US officials, 
»elieving in the invincibility of the LDP and 
he constancy of Japanese politics regardless 
X who is in charge, tended to stress that 
hey would not be deterred by the political 
risis in Japan from pressing for its conces- 
ions in matters of trade and sharing the de- 
ence burden, 

But many have come to consider the 
Dr's loss of power as a real possibility and 
lo not like the alternative scenarios. Even 
ıow the weakened LDP is under pressure to 
evoke an excise tax and roll back some of 
he recent trade liberalisation measures. (In 
his context, Kaifu’s championing of the Ja- 
yanese consumers’ interests should have 
een welcomed by US officials.) If the 
ocialists take over, they are bound to be 
nore anti-internationalist in economic po- 
icy and much less willing to cooperate with 
he US militarily than the LDP leaders. 

But the US administration may come 
inder attack for letting up the pressure on 
apan. It is a fact that many Americans be- 
ieve the economic threat from Japan is more 
erious than the military threat from the 
soviet Union and that congress, reflecting 
ind amplifying such sentiment, successfully 
1as characterised Japan an unfair trader and 
noved to restrict the Japanese from "buying 
ip America." (Of course, the other reality is 
hat US consumers continue to buy Japan- 
'se products and US governors and mayors 
151 Japan to attract investment, but this 
eality does not have strong defenders in 
'ongress.) 

And there is plenty of material for con- 
tress to get excited about once it is back in 
еѕѕіоп. In the area of trade, Japanese indus- 
ry, made mean and lean by several years 
X sharp yen appreciation, is now gaining 
nomentum helped by a relatively strong US 
lollar and cheap yen. If the trade gap should 
viden, or even if it just fails to narrow, pres- 
iure on Japan will mount again. 

In defence, the lems that sur- 
ounded the US approval of the fighter air- 
raft co-development programme known as 
"SX are not fully solved. Defence techno- 
ogy and Japan's weapons acquisition will 
‘ontinue to be sensitive and potentially ex- 
Лоѕіуе areas. In addition, congress is de- 
nanding that Bush press the Japanese to in- 
ease their share of the cost of maintaining 
JS troops in Japan from the current 40% to 
100%, which Tokyo is resisting. More fun- 
lamentally, some Americans, including 
nfluential ones, are beginning to question 
whether US-Japan defence cooperation 
should continue. 

On regional issues, congress is watching 
when Japan, and indeed Bush, will lift their 
^conomic sanctions against Peking. There is 
ilso suspicion that Japan will go into Viet- 
vam with an economic aid package too 
ioon, before peace comes to Cambodia. But 
<aifu’s Washington visit did not provide 
tim with too much practice for these con- 
ingences. = 
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The KMT faces dilemma in giving refuge to Chinese 


Too many already 








By Lincoln Kaye in Taipei and 
Emily Lau in Hongkong 


n the face of it, no country would 

seem better placed than Taiwan to 

benefit from the exodus of wealth 
and talent from Hongkong. Cultural bar- 
riers are nil, the economy is booming and 
the island suffers from a manpower short- 
age even more acute than that of Singapore 
— another fiewly industrialised country 
which has just thrown open its doors to 
Hongkong migrants. 

And, besides, Taiwan's ruling Kuomin- 
tang (KMT) has been touting itself as the pro- 
tector of the Chinese diaspora ever since it 
fled to the island 40 years ago. In principle, 
the government in Taipei offers its passports 
to all ethnic Chinese anywhere. Those who 
have lived for four years or more in the free 
world, which includes for the KMT Hong- 
kong and Macau, may apply for residence in 
Taiwan. 

But the 4 June Tiananmen massacre and 
the spectre of 1997, when Peking reasserts 
sovereignty over Hongkong, have put 
Taipei on the spot. So sensitive is the immi- 
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Yang Yang: Taipei is hamstrung. 


gration question that it is placed under the 
direct charge of the Executive Yuan, or 
cabinet. Planners are painfully aware of the 
problems the island would face absorbing a 
tidal wave of refugees from accross the 
Taiwan Strait. 

Taiwan's population density of more 
than 500 people per knv is already among 
the highest in the world. Then, too, the fast- 
democratising polity is in the throes of strik- 
ing a new balance between Taiwan's Hok- 
kien-speaking majority and the KMT’s 1949 
retinue of Mandarin-speaking mainlanders. 
The abrupt introduction of a large bloc of 
Cantonese-speakers from Hongkong could 
disrupt this delicate realignment. 
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Paradoxically, the very wealth of mi- 
grants from Hongkong and the nearby Por- 
tuguese enclave of Macau could prove wor- 
risome to Taiwan. Speculation and inflation 
are already rampant due to a gross excess of 
liquidity in the sclerotic financial system. 
Until continuing reforms succeed in bring- 
ing about an expansion of investmenb av- 
enues and entrepreneurial opportunities, 
the last thing the island needs is more 
money. 

Nor can Taipei afford to alienate Peking 
by appearing further to undermine confi- 
dence in Hongkong. For all its Red-baiting 
rhetoric and its costly state-of-the-art mili- 
tary machine, the KMT government still ulti- 
mately depends on the forebearance of its 
giant northern neighbour for its continued 
foothold on Taiwan. Economically, too, the 
mainland is an increasingly important arena 
for Taiwan investors and tourists. . 

The dilemma of Taipei's relations with 
Peking is most pointedly posed by the 50- 
odd mainland Chinese asylum seekers who 
have cropped up since June at the KMT en- 
clave of Rennie's Millin Hongkong. Cheung 
Hon-chung, secretary of the Taipei-backed 
Refugee Relief Committee there, reports the 
refugees include communist party members 
and students, as well as champion swimmer 
Yang Yang. Some of the refugees came leg- 
ally to Hongkong; others were smuggled in. 

Chances are slim that Hongkong's timid 
British administrators will do much for these 
refugees. But Taipei seems almost equally 
hamstrung. Cheung said his committee was 
powerless to grant political asylum and 
could only refer cases to its semi-official par- 
ent agency, the Free China Relief Associa- 
tion (FCRA) in Taipei. An FCRA spokesman 
passed the buck to the Executive Yuan. 

An Executive Yuan  offidal said 
policymaking authority rested with an "ad 
hoc committee" on mainland affairs headed 
by cabinet research director Ma Ying-chiu. 
In an interview, Ma simply reasserted 
Taipei's four-year free-world residence re- 
quirement for mainland asylum seekers. 

What this could mean, in practical terms, 
was suggested by the fate of mainland stu- 
dent Yang Po, 20, who found himself 
stranded at a Japanese business college 
when the Tiananmen bloodbath occurred. 
He married his South Korean-born Chinese 
girlfriend, who held a Taipei passport. 


With his new bride, Yang went to South 


Korea on a 30-day visa. When Seoul refused 
to extend his stay, he camped out in the 
Taiwan Embassy there, demanding asylum. 
He did not get it, despite an initial out- 
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pouring of media sympathy in Taiwan. 

Instead, Taipei used its good offices in 
one of the few capitals with which it still has 
diplomatic relations to get him admitted to 
an unspecified Latin American country. It 


a would not take too many such third-country 
© placements, however, to exhaust Taiwan's 
. reserves of diplomatic goodwill. 


One resource that the KMT has in more 
© plentiful supply is hard cash. Taipei has 

been tossing it around liberally in Hong- 
kong’s Rennie's Mill lately. Cheung's com- 
-". mittee has been given US$600,000 to dole 
.. Out in emergency relief grants of US$500- 
3,000 to refugees who can prove themselves 
mainland democracy-movement activists. 
Justhow this is to be proved is left to the dis- 
cretion of the relief programme's adminis- 
tratorsin Hongkong, a FCRA spokesman said. 
P This type of administrative discretion ap- 
¿= pears to be Taipei's most trusted tool in deal- 
. ing with refugee and immigration ques- 
-. tions. It allows the КМТ to posit face-saving 


3 gestures and policies while still maintaining 


firm control over the island's demographics. 
a A prime example is the personal guaran- 
». tor required for all Hongkong and Macau 


ES applicants for long- or short-term entry per- 


mits to Taiwan. The guarantor, a Taiwan re- 
sident, must assume responsibility for the fi- 
nancial support and legal conduct of the ap- 
plicant he sponsors. 

But the extent of liability, the eligibility re- 
quirements for a guarantor and the nature of 
- his relationship with the applicant all remain 
.. unspecified, an Executive Yuan official said. 
In effect, this leaves each admission to the 
complete discretion of entry and exit permit 
administrators. ш 





sequently charging 15 with rioting.. 


Sek Kong, a military airfield housing abotit 000 re 
tents, was the scene of factional violence in 
person dead and four injured. The UN High: 0 
Refugees (ONES) had alleged police brutality i the ju 


dent. 


Vidimus refagee camps in Hongkong co 
by serious disturbances, while cholera has broken oi 
mote island used as a detention centre for refugees... . refugees, а 
Rioting erupted in the Sek Kong detention cam n1 Sep- the military 
tember involving around 200 Vietnamese from th 1e - 
уіпсеѕ of Quang Ning and Hai Phong, accord 
spokesman. One man was Killed and 14 injured 
After quelling the disturbance the police. arrested 
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Chinese illegal E pose as Vietnamese 


St opping | for jobs 
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арап plans to tighten drastically the 
rules under which it screens incoming 
Indochinese refugees so as to prevent 
suspected Chinese migrants from posing as 


Vietnamese boat people. The new rules will 


distinguish between political refugees, who 
will be eligible to remain in Japan, and eco- 
nomic refugees, who will be treated as illegal 
migrants and repatriated. 

Officials seem uncertain, however, 
whether just tightening up screening proce- 
dures will be sufficient to put a stop to the 
flood of illegal migrants who have been ar- 
riving in Japan during the past few months. 
A major problem, according to the Foreign 
Ministry, is that it may prove impossible to 
convince China that non-Vietnamese boat 
people putting in at southern Japanese ports 
are actually Chinese citizens. 

Japan received a total of 219 boat people 
in 1988, most of whom arrived in Yokohama 
or other ports after being rescued on the 
high seas by ships of third countries. Since 
early this year, the situation has changed 
dramatically. By the end of August, 2,727 
boat people had arrived, of whom the 
majority (over 2,000) reached Japan 
under their own steam, using boats that ap- 








‘The recent spate of disturbarices in the Vielnamé 


increased calls from local politicians and pressi 
British army garrison to take charge of the E ч 
ment official said the option had been considered 
Security Branch, but was reje ectec 
move to deploy the army would need Tondo ap] 

Another reason. pir not bringi ing in the milit 
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ena b of 4 4, 500. 0 refugees f fom the Soko Islands У 
сапай iag sed. The islar 


| a iene onthe Soko Islands of opene т: the borderline : 
n, and the non could bec ecome life thr 


pear to have been built in China or Vietnam. 

Of the 2,727, more than 1,600 arrived in 
August with the pace of arrivals accelerating 
fast towards the end of the month when an 
average of more than one boat per day put 
into Nagasaki and other ports in Kyushu. 
Arriving refugees who have been inter- 
viewed claim to be “oppressed” Vietnamese 
citizens, sometimes coming from minority 
groups such as the Montagnards, but offi- 
cials say perhaps more than half are from 
southern China. 

The number of genuine refugees from 
Vietnam also appears to have increased 
sharply from last year, but independent 
analysts say this does not reflect any change 
in conditions in Vietnam. Instead, local gov- 
ernment officials in Fujian and other central 
and south Chinese provinces are suspected 
of encouraging “port hopping" by Vietnam- 
ese refugees so as to provide cover for 
Chinese migrants. Vietnamese refugees 
who take the China coastal route to Japan in- 
stead of the old high seas route can be 
reasonably sure of arriving at their destina- 
tions without being attacked by pirates. 

Regardless of nationality, officials and 
other observers claim there is no doubt that 
an overwhelming majority of recent arrivals 
have come to Japan to earn money rather 





raving to look after the 
uld n not t rule out pis ux 
































han escape political oppression. Officials at 
he Foreign Ministry's human rights and ref- 
ges division point to the high proportion 
of refugee boats coming from Fujian, reflect- 
ng the fact that Fujian has been one of the 
argest sources for short-stay students leg- 
Шу studying in Japan. Returning students 
nay have spread the word about well paid 
ob opportunities in Japan. 

Tetsusaburo Kimura, a specialist on 
vietnam at the Institute of Developing 
iconomies, even suggests that a new cate- 
sory of "refugee shoppers" may have 
merged during the past year or so. He said 
nany recent Vietnamese arrivals come to 
apan primarily to buy electronic goods at 
he Akihabara discount market in Tokyo 
which can be sold at a huge profit back 
Yome. This may explain why some refugees 
ave apparently left Japan after a relatively 
rief stay. 

Japan's preferred solution to the refugee 
»roblem seems to be to get both China and 
Vietnam to cooperate voluntarily in stem- 
ning the flood. But the chances seem slight 
hat either country will do what is asked of 
t. China has said that it will cooperate in the 
epatriation of refugees who it thinks are 
chinese but this may leave a large number 
Ж doubtful cases which are not accepted by 
iny government. 

In order to get around the difficulty of 
listinguishing between Vietnamese and 





Fake' refugees seized in Nagasaki. 


-hinese refugees Japan will probably decide 
in late September to start rejecting all new ar- 
aivals who it believes to be economic rather 
han political refugees, regardless of origin. 

The Foreign Ministry claims that other 
‘ountries, which already screen Indochina 
refugees for their political status, ought to 
velcome the Japanese move since it would 
nean that there will be fewer refugees in 
apanese transit camps waiting for per- 
manent settlement elsewhere. The likeli- 
rood is, however, that the new rules will 
nerely divert the flow of illegal migrants 
into other channels. The real problem, offi- 
‘tials admit, is Japan's wealth, not the ineffi- 
*ency of the existing system for vetting il- 
egal migrants. ч 
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SINGAPORE 


Government side-steps British libel action 


Damage control 





By N. Balakrishnan 
T he Singapore Government's willing- 








ness to face a libel suit from veteran 

opposition politician J. B. Jeyaretnam 
in the British courts appears to have waned 
— judging from a sequence of actions in re- 
sponse to criticism of its treatment of Jeyaret- 
nam made by a prominent London news- 
paper columnist. 

The writer, Bernard Levin, had charged 
in The Times on 19 June that Singapore's legal 
system had been “grossly misused” to 
"hound" Jeyaretnam, the leader of the 
Workers' Party. Levin cited extracts from a 
Privy Council judgment last year (REVIEW, 
15 Dec. '88) which overturned Jeyaretnam's 
disbarment from legal practice, one of two 
consequences of his 1986 fraud conviction — 
the other being his disqualification from con- 
tinuing to sit in parliament. 

Although Jevaretnam had been refused 
leave to appeal against the fraud conviction 
itself, he was allowed to take the disbarment 
to the Privy Council in London. The coun- 
cil's Law Lords could not overturn the con- 
viction, but they expressed "deep disquiet 
that by a series of misjudgments the appel- 
lant [Jevaretnam] and his co-accused Wong 
[Hong Toy, then the chairman of the Work- 
ers' Party] have been fined, imprisoned and 
publicly disgraced for offences for which 
they were not guilty." 

Despite the judgment, a subsequent ap- 
peal for pardon by Jeyaretnam to Singapore 
President Wee Kim Wee was turned down 
on the grounds that Jeyaretnam had not 
shown sufficient "remorse, contrition or re- 
pentance" for his offences. 

Following Levin's commentary — which 
condemned the government for "gross and 
inexcusable" misuse of the law against 
Jeyaretnam — Singapore's High Commis- 
sioner in London, Abdul Aziz Mahmood, 
sent a letter of reply, but The Times published 
only an abbreviated version, saying that 
portions of the reply contained remarks de- 
famatory of Jeyaretnam. Aziz then sought to 
place the full letter as an advertisement. The 
Times refused it on the same grounds, de- 
spite an offer of an indemnity from the High 
Commission against legal action. 

The High Commission then took adver- 
tisements in two other British newspapers, 
the Financial Times and The Guardian, as well 
as The Straits Times in Singapore, to point out 
that The Times had not published part of the 
government's reply. 

Unlike the advertisement that appeared 
in The Straits Times the next day, those in the 
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British papers did not actually contain the 
passage of Aziz's letter cut by The Times — 
which cast unfavourable aspersions on 
Jevaretnam's character based on the alleged 
fraud case and an electoral technicality. 
Executives of the two papers said the adver- 
tisements were published virtually as sub- 
mitted, with only minor alterations. ө 

Jevaretnam told the REVIEW that on read- 
ing the advertisement in The Straits Times 
and assuming that the advertisements in the 
British papers were the same — an impres- 
sion fostered by Singapore press commen- 
tary — he had written to Minister of Foreign 
Affairs Wong Kan Seng asking him to waive 
diplomatic immunity for Aziz so that he 
could be sued for libel. 

Only after Wong had agreed to waive im- 
munity and The Straits Times had publicised 
the decision, did he find out that the London 
advertisements were different. Jeyaretnam 
immediately wrote to Wong again to have 
the immunity lifted on the original letter sent 
to The Times rather than the advertisements. 
The government refused to do this, which 
would appear to leave the Singapore courts 
as Jeyaretnam's sole avenue of redress for 
the libel he alleges. 

Jeyaretnam broke many years of the 
People’s Action Party (PAP) monopoly of the 
parliament when he won a 1981 by-election 
and subsequently was re-elected in the 1984 
general elections. The complex legal process 
by which he then was deprived of his seat 
goes back to 1972 when his Workers’ Party 
sued a PAP MP for libel and lost. The court 
awarded costs to the PAP MP soon after but it 
was only eight years later, in 1980, that the 
MP decided to recover the costs from the 
Workers’ Party. Since the party did not have 
enough funds to pay these costs, it was de- 
clared bankrupt and placed in receivership. 

Jeyaretnam’s fraud conviction arose from 
three cheques donated by party supporters. 
The cheques were first made out to the 
Workers’ Party, but since the funds would 
have been seized to pay the pap MP, the 
supporters had altered the cheques so they 
could be paid into the personal accounts of 
the party officials. The total sum amounted 
to less than $$3,000 (US$1,523). 

In the initial trial in 1984, Jeyaretnam was 
acquitted of two of the three charges against 
him and on the third charge he was fined 
only S$1,000, which was insufficient to dis- 
qualify him from sitting in parliament. The 
government appealed the acquittals and in 
November 1986 Jeyaretnam was sentenced 
to one month's jail and fined S$2,000 — 
enough to disqualify him from parliament. ш 
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China's culture minister 
removed from post 


> Novelist Wang Meng has been removed 
from his post as China's minister of culture 
at the suggestion of Premier Li Peng. Li's 
proposal to the standing committee of the 
National People's Congress stated that 
Wang had several times asked to be relieved 
of his post to devote his energies to writing 
and literary criticism, the People's Daily 
newspaper said. Wang was harshly 
attacked during the Anti-Rightist campaign 
inel 958 after writing a satirical novel and 
was ultimately banished for 16 years to 
Xinjiang. After his rehabilitation in 1978, 
Wang became one of the few party officials 
in literary circles who had earned real 
credibility as a writer. His election to the 
party central committee in 1985 and 
appointment as culture minister the 
following year were widely seen as 
symbolising a marked relaxation of political 
controls over the fields of literature and art. 


Japan Socialist Party 
official retires in protest 


> Masashi Ishibashi, former chairman of 
the opposition Japan Socialist Party (JSP), 
announced his retirement from politics in 
protest against the party’s decision to 
increase the number of candidates it will 
run at the next general election. Ishibashi 
also accused the party of failing to clarify its 
position on crucial foreign policy and 
defence issues such as the status of the 
self-defence forces. The JsP currently holds 
85 seats in the 512-seat lower house of 
parliament but plans to run at least 180 
candidates at the next election in an attempt 
to unseat the ruling Liberal Democratic 
Party. Since the lower house contains only 
130 constituencies, JSP candidates would be 
forced to run against each other in many 
areas. Ishibashi favoured establishing a 
coalition with other opposition parties. 


Opposition leader threatens 
Roh with impeachment 


> South Korea's opposition leader Kim 
Young Sam said on 4 September that his 
Reunification Democratic Party (RDP) 

will move a motion of impeachment against 
President Roh Tae Woo, if Roh fails to 
punish those accused of abusing power 
under former president Chun Doo Hwan. 
His hardline statement came in the midst of 
a growing opposition campaign for the 
removal of the last vestiges of the previous 
regime. However, Kim needs the support 
of the other opposition groups to carry out 
his threat, and Kim Dae Jung, president of 
biggest opposition Party for Peace and 
Democracy (PPD), has not officially endorsed 
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the RDP’s position. But both the PPD and RDP 
are fighting for the political retirement of 
two senior legislators handpicked 

by Roh. 


Bougainville copper mine 
closes again after violence 


> After restarting production on 5 
September, the giant Australian-managed 
copper mine on the Papua New Guinea 
(PNG) island of Bougainville was closed 
again indefinitely when within a few hours 
of reopening militant landowners 
ambushed two buses carrying workers and 
blew up two pylons, leaving the mine 
without power. No one was seriously 
injured in the ambush, but the company 
said it was halting production to guarantee 
workers' safety. A company spokesman 
said it was reviewing the security situation 
before deciding whether to start new 
repairs. The PNG Government had applied 
considerable pressure on the company — a 
joint venture between itself and Australia's 
CRA — to reopen and had assured the 
company it would be given long-term 
military protection if it would restore 
production, which makes up some 17% of 


government revenue. 
Food aid to South Asia 
'000 tonnes of cereals 1986-87 





British county introduces 
compulsory Japanese studies 

> Derbyshire county council in Britain is to 
introduce Japanese studies as a compulsory 
part of the curriculum in all secondary 
schools. The reason is that Japan's largest 
vehicle manufacturer, Toyota, is due to 
build a £700 million (US$1.08 billion) 
European assembly plant in Derbyshire and 
around 20 Japanese suppliers are expected 
to move to the Midlands county on the back 
of this investment. The Derbyshire 
authorities believe that as Japanese 
employers are usually prepared to learn 
about their host culture, the county should 
reciprocate and instruct local school children 
in the Japanese language and culture. 
Subjects will range from modern Japanese 
history to sumo wrestling. The Toyota plant 
is expected to begin production in 1991 and 
to provide around 6,000 jobs. 
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Singapore parliament re-elect: 
Wee as president 

> The Singapore 
parliament has 
unanimously 
re-elected Wee Kim 
Wee, 73, as president 
for another four 
years. Wee had been 
operated on for colon 
and prostate cancer in 
January, butseemsto Wee. 

have recovered. 

Prime Minister Lee Kuan Yew, moving the 
motion to re-elect Wee, did not say 
anything about changing Singapore’s 
constitution to bring in a directly elected 
executive president, an idea he has floated 
in the past. The plan seems to be in 
abeyance with Lee, who has announced 
that he will not be the first executive 
president, though he is unsure about 
whom to propose. 





Malaysian human-rights 
society to be established 

> Malaysia's proposed National Human 
Rights Society formally submitted its 
application to the Registrar of Societies on 2 
August to promote the observance of 
human rights in the country. The society, é 
non-political organisation, has Malaysia's 
first prime minister Tunku Abdul Rahman 
as its pro-tem president with the third 
prime minister Tun Hussein Onn as his 
deputy. The idea of such a society was firs! 
mooted after a seminar to commemorate 
the 40th anniversary of the UN Universal 
Declaration of Human Rights in December 
spurred by the passage of various 
amendments in parliament that 

curbed legal recourse to the courts. 
Membership is open to all Malaysian 
citizens and permanent residents above thi 
age of 18. 


Indonesian Interior Minister 
Rudini visits Australia 


> Indonesian Interior Minister Rudini 
began a five-day official visit to Australia or 
3 September, further easing the unofficial 
moratorium on ministerial visits from 
Jakarta imposed after a newspaper article 
on Indonesia published in Australia in 
mid-1986 soured relations. Although 
Rudini was initially invited to give a keynot 
address to the International Union of Local 
Authorities gathering in Perth, Australian 
officials persuaded him to visit Canberra as 
well, where he made official calls on 
senior ministers. Rudini's visit followed thé 
of armed forces commander Gen. Try 
Sutrisno at the end of July. 


14 SEPTEMBER 198 





^ remarkable corridor of 
)pportunity is now opened up 
along the River Tees in the 
North East of England. A 
remarkable opportunity for 
industrialists, developers and 
nvestors to become part of 
эпе of the most dynamic 
rading and manufacturing 
communities in Europe. 
Teesside - largest of the 

new UK Urban Development 
Corporations, with nearly 50 
square kilometres of land for 
new factories, houses, offices 
and leisure developments. 


Teesside - ideally placed on 
the North Sea coast between 
the South of England and 
Scotland, operating the UK's 
second largest port, providing 
a major gateway to Europe, 
Scandinavia and the world. 
With excellent road and rail 
links to all parts of the UK, and 
an international airport. 


Teesside - an international 
centre of chemical and 
petrochemicals production, 
offshore oil technology, iron 
and steel manufacture, metals 
development, and engineering 
design and construction; a 
major focus of food and drinks 
development and of the 
clothing industry. 

Teesside - with a labour force 
skilled in manufacturing 
operations, with education and 
training centres producing the 
technicians for today's 
industries, and research and 














' ..Where you have 


initiative, talent and ability, 
the money follows... 


the Rt Hon Margaret Thatcher, Prime Minister, 
Teesside, 16 September 1987 
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development facilities at the 
forefront of technology. 
Teesside - where Government 
financial assistance is the 
highest in Britain, where 
additional aid can be provided 
by Teesside Development 


Corporation, where substantial 
European Community funds 
are being made available for 
renewal projects. 


Teesside - with superb 
countryside and coastline, 
with a wide choice of attractive 
low-cost housing, with a 
civilised lifestyle that beats 
the big cities. 

Teesside - where companies 
from Japan, Korea, the USA, 
Germany, Denmark, Holland, 
Norway and Hong Kong have 
established manufacturing 
and distribution operations. 


To find out more contact: 


Paul Grosvenor, Northern 
Development Company, 
2803 Admiralty Centre, 
Tower 1, 18 Harcourt Road, 
Hong Kong. Tel: 5 8654011. 
Fax: 5 8613420. 


Duncan Hall, Chief Executive, 
Teesside Development 
Corporation, Tees House, 
Riverside Park, Middlesbrough, 
Cleveland TS2 IRE, UK. 

Tel: 642 230636. 

Fax: 642 230843. 
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oth carry the same weight with us. 


Fly on our engines, we'll back you 100%. 
That's a promise you can count on whether 
you've got a fleet of one or a thousand, 
no matter if you're an old customer or new. 

Sounds like the same old blue sky? 

Ask anyone operating GE Aircraft Engine’. 
And ask the tough questions. 

Whose Technical Representatives are 
always there to provide total support and 
the right advice? 

What company' global parts system 
works so fast that anything from a pump to a 
complete engine can be delivered anywhere 
in the world in 24 hours or less? 

And which family of commercial aircraft 
engines has continuously raised the industry's 
expectations for dispatch reliability and 
operational economy? 

They'll tell you it's GE Aircraft Engines. 
Because whether they are large or small, 
they know nobody carries more weight with 


us than our customers. 
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GE Aircraft Engines 
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ABU DHABI - AL-FUJAIRAH - AMMAN - ATHENS - BAGHDAD - BAHRAIN - BANGKOK - BOMBAY - CAIRO - COLOMBC 


THE GREATESTLUXURY WE CAN OFFER 
IS THE WIDEST CHOICE. 





Because we fly to more places in the Middle East than 

any other airline, we're in the best possible position to 

make the right connection for you. А 
With а fast growing network of destinations and a 

higher flight frequency than ever before, you have more | 

freedom to choose the time and the place you want to | 

travel to with Gulf Air. 


S 


b t " D 
2 га Ф , А 





А TRULY CIVILISED WAY TO FLY, ! 


SHIRAZ - SHARJAH - SANAA ` SALALAH · RIYADH · RAS AL KHAIMAH · PARIS · NAIROBI · MUSCAT - MANILA * LONDON · LARNACA | 
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AFGHANISTAN 


Mujahideen forces on verge of collapse 


Gang warfare 





By Ahmed Rashid in Peshawar — 


ighting between rival Afghan guerilla 
groups has now spread to at least 
three provinces, and there is deep 
confusion among the mujahideen as to the 
future course of the war against the Kabul 
regime. “We no longer know who or what 
we are fighting for,” one rebel commander 
said, while most other guerilla leaders have 
expressed disgust at the rebel interim gov- 
ernment's bickering and rampant corrup- 
tion. 

The resistance is also divided by a new 
US policy based on the selective provision of 
arms, which is intended to force them into a 
more aggressive stance against government 
forces and, if possible, seize a town where 
the interim government can be installed. 
The new US policy reflects the decision of 
most commanders to stop fighting the gov- 
ernment and stockpile weapons and am- 
munition for expected attacks by their 
guerilla rivals. Mujahideen forces are further 
debilitated by increasingly fierce local battles 
for the lucrative heroin trade. 

Gulbuddin Hekmatyar, whose funda- 
mentalist Hizbe-Islami party is accused 
of massacring 30 guerillas from the rival 
Jamiat-e-Islami in Takhar province in 














Fundamental differences 


northern Afghanistan, has 
declared he will no longer at- 
tend meetings of the interim 
government based іл 
Peshawar, leaving that re- 
gime without a foreign 
minister. 

Hekmatyar accused 
Jamiat of killing 300 Hizbe-Is- 
lami guerillas in retaliation. 
However, a Western televi- 
sion cameraman recently re- 
turned from interviewing 
Jamiat commander Ahmad 
Shah Masud in the Panjshir 
valley, said Masud had cap- 
tured Hizbe-Islami com- 
mander Said Jamal Agha 
who perpetrated the massacre, as well 
as 300 of his followers. Masud has shown 
remarkable restraint in not killing his 
prisoners out of hand — instead he is 
said to be planning to hand them over to a 
special commission of the interim govern- 
ment which has been sent to resolve the dis- 

te. 
mee internecine fighting spreads among 
the various resistance groups, it now ap- 
pears extremely unlikely that this dispute 
between the two most powerful mujahi- 


The handful of 
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fear for their lives. US and Pakistani efforts to 


deen factions can be resolved without fur- 
ther bloodshed. President of the interim 
government, Sibghatulla Mujaddedi, said 
Hekmatyar is a terrorist and should be ex- 
pelled from the interim government, and he 
is highly critical of US-Pakistani attempts to 
salvage the interim government by trying to 
bring Hekmatyar back into the fold. Hek- 
matyar, in turn, has accused 
the US, Iran, Britain and the 
Soviet Union of a conspiracy 
% to destroy the Islamic revolu- 

tion in Afghanistan and in- 

troduce secularism. He said 

Masud was now working 

hand in glove with the Kabul 


regime. 

In Helmand province, 
southwest of Kandahar, 
Nasim Akhunzada — а com- 
mander of the Harakat-e-Is- 
lami party also known as the 
"heroin king" because of his 
control of Afghan heroin 
routes to Iran — is fighting 
a remorseless campaign 
against Mohammed Yahya, 
a leader of the Ittehad-e-Islami party, over 
control of a key river bridge. Between 50 and 
100 guerillas have been killed so far in the 
fighting. Rival mujahideen groups are also 
reported battling it out in Kunar province, 
eastern Afghanistan, where Saudi-backed 


-Wahabi groups are trying to extend their in- 


fluence. 

Fighting to control the heroin trade is 
now expected to intensify. The US estimates 
Afghanistan will produce 750 tonnes of 
opium this year, making it the world’s sec- 


ing Afghan her and journalist who was gunned down 
on his doorstep last year, 


still remains unsolved. 
intellectuals living in Peshawar now 
persuade educated 
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The atmosphere in Peshawar is growing increasingly tense as 
fundamentalist Afghan mujahideen are held responsible for kill- 
ing exiled Afghan intellectuals to their views. The fun- 
damentalists have also warned j not to at- 
tempt to cover the war from inside Afghanistan, while hundreds 
of Western aid workers are now concerned over their own safety. 

Mohammed Zakir, 45, a field officer for the International 
Committee of the Red Cross (ICRC) was shot dead outside the 
ICRC hospital in Peshawar recently. His family has paid heavily 
for their resistance to the Soviet invasion of their country. One 
brother was killed fighting with the mujahideen, while his father 
died in a Kabul jail. But Zakir's crime, according to his friends, 
was that he had criticised some of the extreme fundamentalist 
groups now fighting each other inside istan. 

"We fear a killing fields in Peshawar if the muj disin- 
tegrate, and there is nothing we can do to stop it," a senior Pakis- 
tani police officer said. He added that whoever murdered Zakir 
was a professional assassin. The Pakistani police have had little 
ee (€ giving rise to surmises they 
have been discouraged by their entin order to avoid any 
political embarrassment. The murder of Sayed Majrooh, a lead- 


Afghans to retum from exile in the West and work for the 

mujahideen interim government in Peshawar have failed. "Who 

will want to return when they can be shot at any time?" one Af- 
ghan academic said. 

eA ente ht Afghan exiles have been killed in the refugee 

Peshawar during the past few weeks. All were re- 
pes аса deed ting around Jalalabad, and sources 
said some guerilla groups them to be spies. 

Over the past Ew Pune the hundreds of Western jour- 
nalists who poured into Peshawar to follow the war have dwin- 
dled to a handful. Many of those who entered with 
mujahideen escorts were confronted by hardline fundamen- 
talists to the Saudi-backed Wahabi groups and the 
Hizbe-Islami. European and American journalists have been pis- 
tol-whipped, kicked, threatened with death, locked up and ac- 
cused of being spies. The result is that few Western correspon- 
dents are now to take long trips inside the country. 

The Mujahadeen Press Agency reported that the Hizbe-Is- 
lami has now ordered its commanders to prevent all foreigners 
from entering because they could be spies, while the 
Wahabis consider all Westerners "children of Satan" who try to 
convert Muslim Afghans to Christianity. = Ahmed Rashid 
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ond largest producer after Burma. The 
guerillas and the Kabul regime are involved 
in the opium trade, which is shipped to the 
West through Iran, Pakistan and the Soviet 
Union. Recent Soviet press reports said the 
KGB had tightened security on the Afghan 
border and seized 12 tonnes of heroin. The 
flood of heroin passing through Iran has led 
to mass executions, while 124 kg of Afghan- 
produced heroin were recently seized in 
the Pakistani city of Lahore — the largest 
haul in the country’s history. As Afghanis- 
tan slips into chaos with no peace settlement 
in sight, poppy growing could become the 
main livelihood for many Afghan warlords 
and returning refugees. 

Meanwhile, senior mujahideen com- 
marflers told the REVIEW that cluster bomb 
rockets supplied by the US in limited num- 
bers are now being used to bombard Kabul. 
The Egyptian-made SAKR30 122 mm mis- 
siles, which have a range of 30 km, carry a 
warhead containing 35  anti-personnel 
bomblets that create a huge killing zone on 
detonation. The guerillas have been pro- 
vided satellite photographs and maps to 
help them pinpoint military targets, though 
some 600 civilians have been killed in Kabul 
in the past two months. Sources said that 
the SAKR30s are extremely unstable, and 


that at least two have exploded while being 
transported into Afghanistan from Pakistan, 
killing a number of mujahideen. 


S diplomats refuse to comment on 
{ | military supplies to the guerillas, but 

the new US envoy to the mujahideen 
Peter Tomsen — who has just spent two 
weeks in Pakistan — told a news conference 
in Islamabad that the US had advised the 
guerillas not to target civilians in Kabul. He 
also said the Soviet Union was providing 
US$7 million worth of military supplies to 
the Kabul regime daily, and that forces 
based within the Soviet Union regularly 
bombarded guerilla targets in northern Af- 
ghanistan. He reiterated the US would re- 
main committed to backing the mujahideen 
until "there was a transfer of power from the 
Najibullah regime to the Afghan people." 
He refused to spell out any possible US ini- 
tiatives for a peace settlement, but broadly 
hinted the US administration and congress 
were prepared to back the mujahideen war 
effort for another year. 

However, three Afghan party leaders 
and numerous functionaries unanimously 
agreed the US and Pakistan were holding 
up promised arms shipments. Sources said 
the US and Pakistan were adopting "per- 





MALAYSIA 


Mahathur's former deputy makes political comeback 





By Suhaini Aznam in Kuala Lumpur 
lowly over the past year, the new 
S United Malays National Organisation 
(Umno Baru), has tried to patch up 
and regain its previous stature as the coun- 
try's dominant party in the ruling National 
Front. 

Prime Minister Datuk Seri Mahathir 
Mohamad's coalition has won five out of 
seven by-elections since a split in the original 
Umno led to its deregistration in February 
1988. Now, 18 months later, branch elec- 
tions have been completed and important 
divisional meetings are in full swing in the 
run-up to the Umno (Baru) general assem- 
bly slated for 16 November. 

The most noteworthy conciliatory step to 
date was Mahathir's appointment of his 
one-time deputy, Datuk Musa Hitam, as 
Malaysia's special envoy to the UN. Al- 
though Mahathir tried to keep the appoint- 
ment low-key, confirming it only when 
pressed by the media, analysts see it as 
Musa’s first step towards a political come- 
back. Mahathir informed the cabinet of the 
appointment on 23 August, sources said, 
though in confirming it later the prime 


24 


Back and running 


minister added that the cabinet had not de- 
cided whether the post would carry ministe- 
rial status. 

Musa, was deputy prime minister and 
minister of home affairs between 1981 and 
1986, when he abruptly resigned citing ir- 
reconcilable differences with Mahathir. Ma- 
hathir did not try to persuade him to stay, 
and Musa went off to lick his wounds. 

But during their separation, other politi- 
cians were loath to write off Musa, a shrewd 
and charismatic man whom a consensus of 
his contemporaries believed had neverthe- 
less miscalculated his own strength when he 

it. 

T, Mahathir and Musa kept up social cour- 
tesies during Musa's self-imposed political 
holiday, with Musa calling on Mahathir first 
on the Islamic Hari Raya feast day and Ma- 
hathir attending a private wedding cere- 
mony for Musa's daughter earlier this year. 

Musa was once Mahathir's chosen suc- 
cessor, and the consensus here is that of the 
two who have challenged the prime minis- 
ter for power, Mahathir could forgive and 
re-admit Musa — but not former finance 
minister Tunku Razaleigh Hamzah, the 
Kelantan prince who had directly con- 
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formance criteria" for the guerillas. Com- 
manders who were prepared to fight or 
launch attacks would be provided weapons, 
while those who entered into a truce with 
the Kabul regime or were reluctant to strike 
at government forces would get nothing. 
One commander, Jalaluddin Haggani, has 
launched an attack on the town of Khost, 
dose to the Pakistan border. However, 
Khost has been besieged many times before 
and has never fallen to the mujahideen, and 
after a week the latest ground fighting has 
already petered off into rocket attacks on 
each sides' positions. 

The Washington Post recently reported 
that the head of the cIA's Afghan task force 
had been dismissed because of his failure to 
supply enough weapons. However, a new 
CIA policy to supply the commanders di- 
rectly will create numerous contradictions 
within the seven-party alliance and Pakistan 
intelligence services as it would bypass the 
Hizbe-Islami, previously the main recipient 
of military supplies. 

Attempts to throw in more sophisticated 
weaponry as a reward to those commanders 
prepared to attack government forces ap- 
pear to be an unrealistic policy, most dip- 
lomats and other observers covering the war 
believe. s 


tested Mahathir for the Umno presidency. 

Unlike Razaleigh, who now heads a yet 
untested opposition front against Maha- 
thir's coalition, Musa took a range of posi- 
tions in the intervening years, vacillating 
from being Razaleigh's running-mate in 
1987, to playing political middleman in early 
1988, to campaigning against Mahathir's 
candidate in a by-election and then finally 
joining Mahathir's new Umno. 

The first signs of his rehabilitation came 
in early August, when Musa was appointed 
special envoy to the Caribbean in prepara- 
tion for the Commonwealth Heads of Gov- 
emment Meeting here in October. Now 
speculation is rife that Musa may want to be 
considered once more for the post of deputy 
prime minister. 

If he does, the man most likely to feel 
threatened is incumbent Deputy Prime 
Minister Abdul Ghafar Baba. Yet one senior 
politician said Ghafar would be able to work 
with Musa and, indeed, Musa would be 
showing the older man deference when 
Ghafar leads the Malaysian delegation to the 
UN this autumn with Musa as a team- 
member. 

Meanwhile, Education Minister Anwar 
Ibrahim, the person now generally consi- 
dered Mahathir's preferred successor, 
might be slowed down should Musa be re- 
stored as deputy prime minister. While 
Malay politicians feel that Anwar and Musa 
can work together, the intervening years 
could throw too many alternative configura- 
tions to guarantee Anwar easy passage to 
the top. LJ 
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INDONESIA 


Surprise election of new chairman boosts Muslim party 


Spiritual revival 





By Michael Vatikiotis in. Jakarta - 





T he surprise election of a new chair- 





man of Indonesia's Islamic political 

party, the United Development Party 
(РРР), has been greeted in Muslim circles 
as an opportunity for the party to gain 
strength before general elections due in 
1992. 

The party’s national congress had been 
extended an extra day after it failed to elect a 
new chairman in the time allotted. There 
was speculation an earlier agreed com- 
promise, that would have allowed sitting 
chairman John Naro to step down in favour 
of one of his own followers, had met with 
fierce resistance from the party rank and 
file. 

The deadlock was finally resolved when 
a seven-member board of “formators,” 
elected by a secret ballot of party members, 
announced that Ismail Hasan Matareum — 
a member of the House of Representatives 
(DPR) and a former chairman of the Muslim 
Students Organisation — (HMI) would be 
chairman for the next five years. 

Outwardly, Matareum’s promotion 
could be seen as a much-needed injection of 





Matareum: legitimacy. 


Islamic legitimacy for a party that has been 
forced through government-imposed rules 
to steer clear of Muslim issues. Hailing from 
the staunchly Muslim province of Aceh in 
North Sumatra, Matareum's credentials in- 
clude time spent as an Islamic student ac- 
tivist and lecturer in Islamic law. In the DPR 
he is regarded as a hard working, effective 
MP who has chaired the important Com- 
mission on Security and Foreign Affairs. 
However, the qualities that make him at- 
tractive to an establishment suspicious of 
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Muslim activists are perhaps even more im- 
portant. The military is said to like him be- 
cause of his deft handling of a tricky debate 
over a law on its status within Indonesia's 
political system in early 1988. Although ef- 
fective as a working politician, Matareum is 


self-effacing and shares none of the flam- | 


boyant qualities that put his predecessor at 
odds with government figures. 

The elegance of the compromise leading 
to Matareum's selection was that it provided 
a way for the Naro camp to be defeated, 
while keeping some of the more active Is- 
lamic activists off the party's executive 
board. Apart from Matareum, none of the 
hardline Aiyisha Amini group were ap- 
pointed to the PPP's executive board. Most of 
the posts went to Naro supporters. 


Nonetheless, despite pressure from the | 


government for the PPP to shed its Islamic 
image and open the party to non-Muslim 


membership, its 28-31 August congress | 
ended with a reaffirmation of its religious 


tenets. 

Such optimism in the face of the PPP's de- 
dining electoral fortunes and attempts by 
the government to undermine its raison 
d'etre, was viewed by less partisan obser- 
vers as unwarranted. "The PPr's political 


constituency has been co-opted by Golkar | 
and President Suharto,” a prominent Mus- | 


lim intellectual told the REVIEW. 

Analysts have noted the ability of Gol- 
kar, the government-backed majority party, 
to garner Muslim support since the last elec- 
tion. The president's sponsorship of the re- 
cent religious court bill — which strengthens 
the power of Islamic courts — is also re- 
garded as a canny co-optive move. Sources 
say Suharto may also accept a long standing 
invitation to go to Mecca on a full Haj, after 
politely declining regular invitations for 
years. Members of his immediate family 
have visited Mecca in the past two years. 

One view is that Islam's waning political 
influence in Indonesia since the early years 
of independence has greatly enhanced its 
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cultural importance, and perhaps paradoxi- | 


cally increased its political significance. 
Some saw this manifested at the PPP’s sec- 
ond ever national congress, where the 
party’s rank and file were able to pressure 


the government into giving them a role in | 


the process of electing a chairman, and by 
some delegates’ questioning of Golkar's pre- 
eminence at the village level. While impor- 
tant matters such as the party’s strategy and 


manifesto were not discussed, few could | 


deny the atmosphere at the congress gave 
the PPP a much needed boost. d 
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BANGLADESH 


Government loses fight over constitutional amendment 


Objection sustained 


By S. Kamaluddin in Dhaka 


resident H. M. Ershad’s judicial re- 
P forms received a setback recently 

when the appellate division of the Su- 
preme Court declared ultra vires a constitu- 
tional amendment that would have allowed 
the creation. of permanent High Court 
beriches outside Dhaka. The ruling has re- 
stored Article 100 of the constitution, which 
states that "the permanent seat of the Su- 
preme Court shall be in the capital, but ses- 
sions of the High Court division may be held 
at such other place or places as the chief jus- 
tice may, with the approval of the president 
from time to time, appoint." 

The amendment, the eighth one to the 
constitution, which was adopted by parlia- 
ment on 9 June 1988, also declared Islam as 
the state religion. The court verdict will not 
affect this provision. 

The judgment on the nation's first legal 
challenge to a constitutional amendment 
passed by parliament was hailed by lawyers 
and opposition leaders. While the govern- 
ment has no reason to be pleased with 
the decision, Vice-President Moudud 
Ahmed, a London-trained lawyer, said the 
verdict proved "Bangladesh has a demo- 
cratic government and we have a constitu- 
tion [and] our judiciary is functioning inde- 
pendently.” 

The legal struggle began soon after the 

passage of the amendment by parliament. 
The original writ by three private citizens 
challenging the constitutional validity of the 
amendment bill was dismissed by the High 
Court, but the appeal was supported by 
some of Bangladesh's leading lawyers — in- 
cluding president of the Supreme Court bar 
association Syed Ishtiaq Ahmed and Kamal 
Hossain, a leading Awami League politi- 
cian. 
Ershad launched his controversial judi- 
cial reforms soon after coming to power in 
March 1982. These included splitting the 
High Court benches and establishing lower 
courts at the upozila (sub-district) level. He 
argued these measures were aimed at ex- 
tending justice to the “people’s doorsteps.” 
Lawyers reacted strongly and launched a 
long battle against the government decision, 
which included a boycott of the Supreme 
Court. 

Giving his reaction, Kamal Hossain said 
“the judgment is a milestone in the history 
of constitution and it is a victory of the 
people who want to live under constitu- 
tional rule . . . The case involved two 
parties — one in favour of the constitu- 


tional rule and the other de- 
sirous of disrupting it by 
arms and force." 

Ishtiaq Ahmed said the 
verdict proved “we are 
capable of discharging our 
constitutional responsibil- 
ity.” Not surprisingly, 
opposition political parties 
were delighted by the 
verdict, calling it a major 
victory for their movement 
against what they called 
the “undemocratic mea- 
sures” taken by а parlia- 
ment whose election the 


opposition had boycotted. Ershad: setback. 


However, observers believe 

the court verdict is unlikely to lead to any 
major political changes in the country, given 
the absence of a united opposition move- 
ment. 





Some ruling Jatiya Party MPs, reacting tc 
the court judgment, questioned whether it 
infringed the sovereign right of parliament 
to amend the constitution. Legal experts re- 
futed this argument, saying there were pre- 
cedents elsewhere and noted the Indian Su- 
preme Court had annulled more than one 
constitutional amendment in the past. 

Meanwhile, the ninth 
amendment of the constitu- 
tion has also been challenged 
in the courts. This amend- 
ment, passed during the 
budget session earlier this 
year, would limit the presi- 
dents tenure to two five- 
year terms, give special pow- 
ers to parliament in an 
emergency and provide for 
an elected vice-president. 
Retired ambassador and 
lawyer Abdul Barek filed the 
writ, saying the provision of 
summoning parliament in 
any contingency was con- 
trary to the constitution. A 
two-member panel of the Su- 
preme Court bench has issued a rule on the 
government to explain within four weeks 
why the amendment should not be declared 
null and void. a 
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A new political model is proposed for the territory 


Red herring 


By Emily Lau in Hongkong 


he Hongkong Government's moves 
| to introduce direct elections before 


the 1997 transfer to China have been 
undercut by a counter-proposal from a 
group of business people and Chinese 
Government supporters that would put 
a legislative veto in the hands of a busi- 
ness and professional élite. 
As a strong consensus is 
seen necessary in Hongkong 
to persuade Peking to mod- 
ify the draft Basic Law for 
post-1997 Hongkong, the 
counter-proposal has come 
at an awkward time for the 
authorities. In two months, 
the four-year drafting and 
consulting period on the 
Basic Law — a mini-constitu- 
tion for the Hongkong Spe- 
cial Administrative Region 
— comes to an end. The 
Basic Law is to be promul- 
gated by China’s National 
People’s Congress in 1990. 
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Lo: no choice. 


The new proposal seeks to divide Hong- 
kong’s lawmaking Legislative Council 
(Legco) into two chambers. Half of one 
chamber would comprise members elected 
on a one-person, one-vote, territory-wide 
basis, while the other half would be drawn 
from the territory’s district organisations to 
represent geographically based interests. 

The second chamber would be made up 
of members drawn from va- 
rious key “functional,” or oc- 
cupational, constituencies — 
such as from the business 
and financial community, 
and from such professions 
as law, engineering and 
medicine. Under the propos- 
ed system, all legislation 
would require the approval 
of both chambers. 

The bicameral system 
was proposed by the New 
Hong Kong Alliance pres- 
sure group, led by lawyer 
T. S. Lo, who is also a vice- 
chairman of the Basic Law 
Consultative Committee, a 
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body formed by the Chinese authorities 
to collect public opinion on the draft Basic 
Law. 

The system was immediately lambasted 
by appointed Legco members as well as lib- 
eral pro-democracy groups as being unde- 
mocratic, divisive and too cumbersome. De- 
fending the proposal, Lo said it was impor- 
tant that sectors of the community which 
make the most valuable contributions to it 
should be ensured representation on Legco. 
Of his own political philosophy, he said that 
given the realities of 1997, in order for Hong- 
kong to remain prosperous and stable, it has 
no choice but to support whatever regime is 
in power in Peking. Hongkong, Lo said, 
must also recognise China's wishes and try 
to satisfy them. 

There have been press reports suggest- 
ing that this latest political model has the 
backing of China. Lo said he had raised the 
idea with Chinese officials and was told it 
could be considered. It is doubtful whether 
the Chinese would support such a radical 
change to the current political system at this 
late date. However, any spanner in the 
works that might hinder the development of 
democratic reform in the run-up to 1997 
might be welcomed by Peking. 


he timing of the alliance’s proposal 

| has angered the Hongkong Govern- 

ment, appointed members of its 

policymaking Executive Council (Exco) and 

members of Legco — all of whom are trying 
to rally the public around their own 

. They are recommending that a thi 

of Legco be directly elected in 1991 and that 
at least half be directly elected by 1997. 

Senior Exco member Dame Lydia Dunn 
had previously persuaded Exco and Legco 
members to agree to this earlier political 
model. But when Peking voiced objection, 
the consensus crumbled. Exco and Legco 
member Maria Tam was the first to climb 
down, with Legco members Peter Wong 
and James Tien also lending their support to 
the alliance's proposal. 

To the Hongkong Government and ap- 
pointed Exco and Legco members, Lo is 
seen as a rebel of sorts. He broke ranks with 
the establishment in 1985, resigning from 
Exco and Legco in protest against Britain's 
decision to hand all 5.6 million Hongkong 
people — including 3.25 million Hongkong 
British nationals — over to the Chinese com- 
munists in 1997. Lo holds full British citizen- 
ship. Had Lo not resigned, he would proba- 
bly have become senior Exco member when 
Sir S. Y. Chung retired from the post. After 
he left government, Lo founded a company 
to help local people emigrate. 

In the past few years, he has been a 
frequent visitor to Peking. His detractors 
call him a mouthpiece for Peking. Even 
businessmen are wary of his political ambi- 
tions. They say he wants to be the colony's 
last governor or perhaps the future SAR’s 
first chief executive. * 
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The communists fear political reforms in East Bloc 





By Murray Hiebert in Bangkok 





ietnam's communist leaders, appa- 
rently deeply troubled by political 
reforms in Eastern Europe, have 
rejected appeals for increased political 
pluralism in Vietnam and have accused 
Western countries of attempting to under- 
mine world socialism. 

Recent visitors report that Hanoi has de- 





cided to slow the pace of academic exchange 


with the West, at least temporarily, in an at- 
tempt to reduce the chances of thousands of 
intellectuals and students rising up to de- 
mand democracy as they did in China. 

Vietnam Communist Party chief 
Nguyen Van Linh told the party’s central 
committee on 24 August that the party had 
found a “very high level of unanimity” in re- 
jecting calls for “bourgeois liberalisation, 
pluralism, political plurality and multi-op- 
position parties aimed at denying Marxism- 
Leninism, socialism and the party’s leader- 
ship." The central committee met in a ple- 
nary session from 15-24 August. 

Linh, the architect of Vietnam's three- 
year-old doi moi (renovation) campaign, 


_ charged that some party members had com- 
| mitted “irresponsible, disorganised and un- 


disciplined acts such as acting as instigators 
to incite a number of people to disturb public 
order and security and to engage in factional 


| activities that harm unity within the party 

















and among the people." Linh did not de- 
scribe what specific activities he had in mind. 

In another speech broadcast by Hanoi 
Radio, the party chief ruled out opposition 
parties in Vietnam. "Democracy, either real 


| or formal, does not depend on one or many 


parties. For this reason, Vietnam resolutely 
opposes pluralism or opposition parties." 

Linh told the central committee plenum 
that democracy in Vietnam must be guided 
by the communist party. "But we must 
firmly grasp the fact that ours is a socialist 
democracy, that is, a democracy with 
leadership," he said. 

The party leader also sharply denounced 


‚ Western countries for trying to undermine 


socialism. "More than ever before, the im- 
perialists are concentrating the spearhead of 


| their offensive against the socialist countries 


with frenzied and insidious tricks," the 
party leader charged. "[We] express our 
profound concern over the danger threaten- 
ing socialism in some fraternal socialist 
countries." 

Linh was surprisingly strident in his con- 


| demnation of the US, with whom Vietnam 


has been trying for years to normalise dip- 
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Against the tide 


lomatic relations. “The fact that the im 
perialists — especially the US imperialists - 
are leaving no stone unturned in an attemp 
to affect the situation of a number of socialis 
countries with the aim of driving these inti 
the free world of capitalism is sufficien 
proof of their wolfish nature," Linh charged 

“We do not nurture the illusion that th 
imperialist forces are willing to achiev 
peaceful coexistence with us,” the part 
chief warned. Linh acknowledged that the 
US had begun negotiations with Vietnam’: 
Soviet ally, but he pointed out that Wash. 
ington continues with its Strategic Defence 
Initiative research, has set up an arms cache 
in Thailand and is “scheming” to establish 
military bases in Singapore. 

Unlike the Soviet Union, Hanoi has not 
yet congratulated the new Polish govern- 
ment headed by Tadeusz Mazowiecki, the 
country’s first non-communist premier in 
over four decades. Instead, in a surprisingly 
direct attack on a communist ally, mass 
meetings have been organised in Vietnam 
to condemn the "counter-revolutionary 
forces" in Poland. 

The Women's Union, a quasi-gov- 
ernmental group, sent a delegation to the 
Polish Embassy in Hanoi to deliver a mes- 
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Linh: ‘democracy with leadership.’ 


sage of support for Poland's communist 
party. Nhan Dan, Vietnam's communist 
party daily newspaper, urged the Polish 
party to "resolutely fight against the anti- 
socialist forces and take the country out of 
the present crisis." Clearly, these messages 
were intended more for their effect in Viet- 
nam than in Poland. 

Interestingly, Linh's speech to the central 
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committee made no reference to Soviet 
leader Mikhail Gorbachov, whom the Viet- 
namese party chief often cites as his model 
for reform. Instead, Linh quotes only Fidel 
Castro, the Cuban leader who has rejected 
any calls for reform in Cuba. Some observers 
wonder whether the Vietnamese attack on 
Poland should be read as an indirect criti- 
cism of recent political reforms in the Soviet 
Union. 

Foreign observers are surprised that 
Hanoi mounted its campaign against 
bourgeois liberalisation less than a month 
before its last remaining troops are sche- 
duled to leave Cambodia on 26 September. 


On other pages 
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Vietnam is hoping its troop withdrawal will 
end more than a decade of international iso- 
lation and attract desperately needed for- 
eign investment and aid. 

Recent foreign visitors say they are still 
relatively free to meet people in Vietnam, 
but they report that Hanoi has begun slow- 
ing down academic exchanges with the 
West, which had expanded rapidly in recent 
years. A joint American-Vietnamese aca- 
demic conference, which had been sche- 
duled to meet early in 1990, was suddenly 
postponed in mid-August for six months. 

Officials have told Americans and Viet- 
namese working on academic exchanges 
that fewer Americans will be welcome for 
lengthy stays in Vietnam and fewer Viet- 
namese will be allowed to visit Western 
countries in the coming months. "They're 
nervous about us going abroad," said a Viet- 
namese, who recently spent several months 
studying in the West. "They think we'll 
come back with too many Western political 
ideas." 

Vietnamese involved in contacts with the 
West give the impression that the slow- 
down of exchanges will be temporary. An 
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conservative members on continuing eco- 
nomic change. 

Vietnam watchers have seen few signs of 
growing popular demands for more demo- 
cracy or for a greater role for non-com- 
munists in the government, but observers 
assume the central committee's strong at- 
tack on the developments in Poland suggests 
that at least some Vietnamese communists 
are calling for significant political reform. 

Analysts assume that much of Linh's 
criticism is aimed at the former capitalist 
south, which has long been exposed to 
more Western ideas. A few weeks ago, 
Saigon Giai Phong, Ho Chi Minh City's offi- 
cial daily, published an article by an intellec- 
tual calling for the abolition of the current 
constitution and demanding that a new one 
be written. 

Some of the central committee's alarm 
may have been sparked by the activities of 


an organisation calling itself The Club of Re- 
sistance. The group's members are ageing 
southern revolutionaries who fought for 
decades against the French and the Ameri- 
cans and are disgruntled by the perform- 
ance of the communist party — particularly 
its mishandling the country's economy — 
since seizing power in 1975. 


pressure group within the party 

rather than as an opposition move- 
ment, has called on the country's leader- 
ship to speed up the pace of reform and 
allow more political freedoms. The club 
endorsed a southern reform candidate, 
Vo Van Kiet, during the 1988 election for 
the premiership, but he lost to Do Muoi. 
Club members are also believed to have 
helped organise protests in late 1988 by 
farmers upset about losing their fields 


T he club, which describes itself as a 





VIETNAM 2 


Ho Chi Minh’s remains not cremated as requested 


Not resting in piece? 


ietnam's leaders, in an attempt to 

V end speculation that they violated 

the last wishes of the late communist 

party leader Ho Chi Minh, have decided to 

publish the revered leader's last testament. 

A politburo communiqué, dated 19 August, 

admitted that his successors had failed to 

implement Ho's request for a one-year 

moratorium on farm taxes and had ignored 
his wish to be cremated. 

In recent years, many Vietnamese writ- 
ers and intellectuals, particularly southern- 
ers, have questioned whether Vietnam's 
near economic collapse was caused by 
the party's failure to implement Ho's 
guidelines after the war ended in 1975. 
In particular, these critics have suggested 
that Ho would not have supported rapid 
moves to collectivise agriculture, nationalise 
trade and reunify northern and southern 
Vietnam. 

Questions and rumours about the late 
president's will increased after Vu Ky, Ho's 
long-time personal secretary, said in an in- 
terview published in Hanoi in May that Ho, 
who founded the Vietnam Communist 
Party in Hongkong in February 1930, had 
wanted his remains cremated instead of pre- 
served in a Lenin-style mausoleum. Several 
southern national assembly members wrote 
newspaper articles requesting that the origi- 
nal text of his last testament be made public 
to ensure that other wishes of the revered 
leader had not been violated. 

Vietnamese historians have pointed out 


30 


model for Vietnam, which these scholars in- 
terpret to mean that the venerated leader 
was first of all a nationalist, not a com- 
munist. Some observers believe this could 
prompt further debate within Vietnam over 
whether Ho intended his successors to go as 
far as they did in introducing socialist 
policies after 1975. 

The politburo communiqué, signed by 
current party chief Nguyen Van Linh, said 
the party had not implemented Ho's request 
for a one-year holiday on agricultural taxes 
because of "the lack of proper conditions." 
Linh said the central committee had in- 
structed the government's Council of Minis- 
ters to work out steps to implement the plan 
to exempt farm taxes. 

Observers point out that a tax exemption 
would be popular with farmers who have 
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during the party's post-war land reforms. 

Linh's concluding speech to the central 
committee insisted that the renovation pro- 
cess would continue, but most observers be- 
lieve the party — much like its counterpart 
in China — has decided to focus on eco- 
nomic rather than political and social re- 
form. "Linh seemed to say Vietnam wants 
the prosperity brought by capitalist business 
practices, while continuing the dictatorship 
of the proletariat," an observer said. 

The central committee plenum decided 
to launch "an educational campaign aimed 
at helping party members and people per- 
servere in our socialist goals and ideal," the 
communiqué announced. So far there are 
no signs that the party has begun a purge of 
deviant members, though the central com- 
mittee is still technically implementing a 
"purification" campaign, begun in 1987, to 
oust corrupt members. в 


become disgruntled in recent years by the 
party's collectivisation polices and poor 
farm prices, but it is unclear how a nearly 
bankrupt state budget could survive even a 
year without its most important source of in- 
come. 

Linh said the central committee had de- 
cided to preserve Ho's remains so that 
"southern compatriots and international 
friends might later have a chance to visit the 
uncle." Ho had requested that his cremated 
ashes be stored in three urns, one each for 
the northern, central and southern regions 
of the country. Linh said the party had also 
decided to announce that Ho died on 3 Sep- 
tember 1969 instead of his actual date of 
death which was 2 September, Vietnam's 
national day. 

The politburo said it was publishing Ho's 
original testament, including three type- 
written and six hand-written pages, to coin- 
cide with the 100th anniversary of Ho's birth 
on 19 May 1990. Vietnam's official news- 
agency said some of Ho's wishes had not 
been made public at the time of his death "in 
the supreme interests of the nation, that is, 
to win final victory over US aggression and 
to reunify the country." m Murray Hiebert 
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REVIEW 1946 


“The present position and potentialities of 
this region justify optimism.” 


“Given the potential economic and 
political development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events.” 


“муе discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction.” 


“At any time and in every case, unbiased 
and dispassionate, factual and balanced 
reporting will be our aim and policy.” 


The Editor 
Far Eastern Economic Review 
First Issue 1946 
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In the middle of a decade which had 
seen the greatest upheaval the world had 
ever known, a group of men with faith 
and foresight set their eyes on Asia. 

They recognized the need to chronicle 
the restructuring of Asia from the ashes of 
war. A region that they felt would rise and 
grow at an astonishing rate, perhaps faster 
than any other. A region that they felt the 
world would need to watch carefully. 

In October of 1946, a publication 
dedicated to balanced, objective coverage 
of Asian affairs was born. Its name: The 
Far Eastern Economic Review. 

In the decades that followed, the 
phenomenal growth of Asia astounded the 
world. The prophecy of those visionaries 
echoed strongly; leading the Review to 
consistently serve as an important channel 
of information on Asia. This dedication 
and foresight has not changed. 

Today, 42 years later, the Far Eastern 
Economic Review is the world's premier 
publication on Asian affairs. Unmatched 
by any other. 

Today, more than ever, when the Review 
speaks, Asia listens. 


FarEastern Economic 








Stands out for taste 


eS FS * "-" = 


IEGIONAL AFFAIRS 


. PUE AU TT 2 SR ee 





THAILAND 


The press comes under increased government pressure 


Turning th 


hen Prime Minister Chatichai 
Choonhavan's fully elected gov- 
ernment came to power in August 
1988, the Thai media believed that the “new 
ra of democracy" would mean a relaxation 
of authoritarian scrutiny. Now, the press is 
ending to look back on the good old days 
ander Chatichai's less democratic predeces- 
зог, Prem Tinsulanond. 

No newspapers have been closed under 
-hatichai's administration, but several Thai 
aditors say they are feeling more heat now 
than before. A specially convened 25 Au- 
zust meeting of the Reporters’ Association 
3f Thailand, whose members comprise 
»ditors as well as reporters, called on the 
zovernment to allow greater freedom of the 
press. 

Although the meeting disappointed 
some newsmen, who thought that there 
should have been a stronger in- 
dictment of pressure on them 
from the authorities, it was 
agreed that the press had been 
subjected to constant intimida- 
tion over the past year. Partici- 
pants, mainly from the Thai- 
language press, told of being 
called in for warnings by the 
"press officer," the police chief 
or the commander of the police 
special branch over coverage of 
political affairs, the military, in- 
dividual ministers and social is- 
sues. 

The meeting expressed sur- 
prise that the alleged “harass- 
ment and persecution" had 
continued despite government 
claims that the administration 
was more democratic than any 
of its predecessors. Most of the 
harassment, it was claimed, came from indi- 
vidual figures in authority rather than a gen- 
eral government policy of muzzling the 
press. 

The Thai press is generally considered to 
be one of the freest in Southeast Asia. Al- 
though the five national television channels 
are all controlled by the government or the 
army, thereby ensuring that viewers see 
only a sanitised version of domestic news, 
Bangkok's newspapers are not "guided" 
like their counterparts in Malaysia and Sin- 
gapore or careful about teasing the au- 
thorities too much as in Indonesia. 

Yet under the 1976 National Administra- 
tion Reform Council Order No. 42 the au- 
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thorities have the power to close newspap- 
ers without warning or right of appeal for 
publishing articles considered harmful to 
the monarchy or anything considered criti- 
cal of religion, national security or public 
morals. 

The order, those who attended the 25 
August meeting said, was constantly 
quoted to editors by authorities delivering 
warnings, even though it was issued at 
the start of a particularly authoritarian 
regime in Thailand's history — the adminis- 
tration of former prime minister Tanin 
Kraivixien, which came to power following 
the bloody suppression of students at 
Bangkok's Thammasat University in Oc- 
tober 1976. 

Two Thai newspapers which have been 
particularly singled out for attention by the 
authorities since Chatichai came to power 
are the mass-circulation daily Thai Rath, and 
the intellectual Matichon daily. Both have 





Read all about it... government in press row. 


been critical of the government, but from 
different viewpoints. 

Thai Rath is an influential popular daily, 
whose owner, Kampol Watcharapol, was 
close to the Prem administration. Early this 
year, a Bangkok discotheque allegedly con- 
nected with the Thai Rath ownership was 
closed by Chalerm Yubamrung, a minister 
in the Prime Minister's Office, in a move 
widely viewed as a warning by the Chati- 
chai government to the newspaper about 
its critical coverage. 

In July, Chalerm officially asked the po- 
lice department to move against Thai Rath 
after claiming that the newspaper had de- 
famed him over his handling of the labour 


FAR EASTERN ECONOMIC REVIEW 


crisis at the state-owned Electricity Generat- 
ing Authority of Thailand. Chalerm asked 
for the newspaper to be closed, but it is still 
publishing. 

Pongsak Payakavichien, executive editor 
of the less popular Matichon, has re- 
ceived several warnings from the authorities 
about his various journals’ coverage of 
politics and religion. "I think press free- 
dom during this government is more re- 
stricted than during the previous govern- 
ment," Pongsak said in a recent inter- 
view. "Whatever opinions suggested 
honestly by newspapers, academics or 
other people which are opposed to those 
of the government or senior people in the 
administration are always regarded, as 
damaging." 

One recent instance of a government 
attempt to curb press coverage of a sensi- 
tive issue took place in June. This was 
a time when the Thai press was full of 
the move by the Buddhist hierarchy to 
penalise the Santi Asoke religious centre 
and its leader Phra Bodhirak for un- 
orthodox religious teachings and other 
activities. 

The television channels were told by the 
authorities not to cover the arrest of 
Bodhirak, and the Interior Ministry issued a 
warning to the media to refrain from casting 
the Santi Asoke centre in à 
favourable light. Bodhirak is 
due to go on trial in early Sep- 
tember, and the print media are 
waiting to see if there are fur- 
ther restrictions on their cover- 
age. 

The issue may prove to be 
an over-reaction by the press, 
which may feel it is working 
under pressure from the au- 
thorities but has yet to suffer 
any closures under Chatichai's 
administration. Chatichai him- 
self is certainly more acces- 
sible to the press for daily 
comments than the tacitum 
Prem. 

But in the current Thai cli- 
mate of a further strengthening 
of democracy after so many 
years of authoritarian rule — 
and with the growing strength of the 
country's parliamentary system — there 
are increasing expectations among jour- 
nalists of more licence to monitor the affairs 
of state. Government officials counter with 
the explanation that there are still too 
many "prostitute journalists" — influential 
columnists who can be bought by powerful 
figures. 

Thais at all levels are becoming more of a 
reading nation, which makes the press a po- 
tential political weapon approaching West- 
em standards. So it is perhaps natural that 
there should be a widening debate not only 
on government-press relations, but ethics 
and principles among the media. L] 
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Manila ’s disarray leaves countryside under local barons 





The boss system 


By John McBeth in Manila 


espite the euphoria of the 1986 

people’s power revolution which 

cast Ferdinand Marcos from 

power, the reality is that a score of 
provincial barons still run most of the Philip- 
pines outside Manila. 

The family dynasties, even the cast of 
characters, have remained essentially the 
same — from the Ilocos region of northern 
Luzon to the Visayan islands and the Mus- 
lim heartland of southern Mindanao they 
have held sway through various mixtures of 
patronage, economic dependency and 
force, or the threats of it. 

Their transition from dictatorship to 
democracy has been brought about by such 
figures as President Corazon Aquino’s own 
younger brother, Jose “Peping” Cojuangco, 
who has been instrumental in forging a 
quiet truce with the provincial power-brok- 
ers. After all, the Cojuangcos and Aquinos 
are part of a system that looks after its 
own. 

There are many contributing factors to 
the enduringly baronial nature of Philippine 
politics: the inheritance of the pre-colonial 
sultanates, or the great haciendas of Spanish 
rule; the abuse and decline of modern in- 
stitutions introduced by the Americans, 
matched by a rising reliance on patronage 
and use of connections. Perhaps the main 
cause is geographical: the sprawling ar- 
chipelago is more suited to localised man- 
agement than strong central leadership. 

"Warlordism" has become the popular 
term to describe the mosaic of provincial 
power blocs, but this is not strictly accurate 
— though gun-wielding re- 
tinues are a normal acces- 
sory. An American scholar, 
John Sidel, calls it “bossism” 
and argues that local politi- 
cians of the post-war Philip- 
pines are more closely re- 
lated to Southeast Asia's pre- 
colonial "men of prowess" 
than the feudal lords of old 
Europe or the warlords of 
pre-1949 China. They have 
maintained their authority 
more through a Mafia-like 
hold on major local trade — 
which may be rice or logging 
or fish ponds — than 








A researcher with Manila's private Insti- 
tute for Popular Democracy, Clark Soriano, 
also lists a mixture of factors. “The warlord is 
the extreme case, someone who is prepared 
to use his monopoly on violence," he ex- 
plains. "But for most clans, it is a combina- 
tion of things — the threat of violence, 
which is often enough, access to economic 
and national resources, land ownership, 
stocks, corporations, the wealth obtained 
from government service, or patron-client 
and kinship networks.” 

One factor enhancing the importance of 
local patronage is paradoxically Manila's 
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grasp on Official taxation resources and for- 
eign aid. In theory, this ought to reduce local 
patronage. In fact it does not, due to institu- 
tional weakness. A chronic inability to dis- 
burse funds and services, with some US$2 
billion in foreign economic assistance cur- 
rently tied up by sheer disorganisation, 
means a fall-back on porkbarrelling and pro- 
vincial-level patronage. 

Not that Manila is much concerned with 
what happens outside its own feverish poli- 
tical and social goings-on. The vigorous “na- 
tional” press does not circulate much out- 
side the metropolitan area, nor does it dwell 
on much provincial news. 

In the absence of strong 

£ central government machin- 
ery or financial support for 
the provincial governments, 
the regional big men flourish 

— claiming credit for what 

is done, blaming Manila 

for what is not. Along with 
legitimate businesses such 
as rural banks, rice-mill- 
ing, trading stores, fish- 
ponds, trucking and ship- 
ping, ice-making plants, 
property and logging, many 
of the barons derive a major 
slice of income from their 
hold on the underground 
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In interviews throughout the Philip- 
pines, congressmen, governors, commun- 
ity leaders, and the provincial élite them- 
selves blamed the pervasiveness of the clan 
system on poverty and ignorance, poor dis- 
cipline, a lack of nationalism and on a past 
that has made deference an integral part of 
the social fabric. As a member of Aquino's 
own land-owning family puts it: "If l'm a 
tenant, my landlord becomes a wall to lean 
on ... he sponsors weddings, schooling, 
fiestas. It is a cultural problem." 

In a great many cases, however, that 
"wall" is no more than a name — and per- 
ceptions count for a great deal. While con- 
stituents are led to believe that things are 
being done for them, the reality is often 
quite different. Marcos, for example, is 
idolised for doing so much for his native 
Ilocos Norte, yet the Laoag-Cagayan high- 
way remains rudimentary and most of the 
money was sunk into an international air- 
port, theluxurious Malacanang North palace 
and a professionally designed golf course. 

"In this country, only the rich win be- 
cause the people sell their votes," says vete- 
ran lawyer Castor Raval, who served as tem- 
porary officer-in-charge of Ilocos Norte from 
1986-87. "Patronage only comes when you 
are well-entrenched. It's in the culture of the 
Philippines, we call it ‘each to himself.’ Once 
a man is rich, he doesn't care what happens 
to his neighbour." 


aval complains that there is no 

such thing as community spirit, 

something that can generally be 

found in other parts of Southeast 
Asia. "In a rural barangay, there is no group 
discipline or group concern. They don't join 
together to fight warlordism, to fight politi- 
cal dynasties. In short there is no cohesion or 
unity." 

Sidel argues that local political kingpins 
are under far weaker pressures from their 
constituents than is generally believed. He 
asserts that the formal institutions of par- 
liamentary democracy are little more than a 
facade for a regime of petty autocracies and 
serve, in fact, to constrain national-level poli- 
tical figures from acting against local bosses 
who can deliver their fiefdoms on election 
day. In the May 1987 congressional elec- 
tions, Soriano identified 129 of the 200 
elected congressmen as being leaders of es- 
tablished clans and former local office-hold- 
ers. Another 39 were scions of powerful 
local dynasties. 
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Olongapo Mayor Richard Gordon, 
whose father and mother filled the position 
before him and whose wife holds a congres- 
sional seat from his native Zambales pro- 
vince, underlines the realities of the blocked- 
up system. "The system builds dynasties,” 
he says. "If it wasn't for my wife in congress, 
I would have a difficult time. This country is 
not going to move unless they decentralise 
power." 

Others express fears that the current 
trend towards local autonomy will only 
strengthen the hand of the provincial barons 
and their wealthy cohorts. Some analysts 
feel, however, that by giving them more re- 
sponsibility, it will also force them to be 
more responsive to the needs of their con- 
stituents, rather than conveniently laying 
the blame on the central government for de- 
velopmental discrepancies. 

Meanwhile, little wonder there are the 
clans and the provincial barons, who at one 
point in the 1960s — largely by delivering 
votes in exchange for de facto local au- 
tonomy — had all but neutralised the power 
of the national government. If Ferdinand 
Marcos changed that somewhat when he 
declared martial law in 1972, the self-serving 
network he installed has only led to bureau- 
cratic dislocation and paralysis. 

The modern-day rural powerholders are 
as diverse as the country itself. They are the 
all-powerful, paternalistic governors, like 
Isabela's Faustino Dy or Nueva Ecija's 
Eduardo Joson. Or congressmen, as in the 
case of Lanao del Sur oligarch Ali Dimaporo 
and Luis ‘Chavit’ Singson of Ilocos Sur. 
Some, like the Chongbian brothers of South 
Cotabato and Misamis Occidental, have as- 
sumed wider influence, but more through 
commerce than politics. 

As the “men of prowess” explanation 
suggests, the provincial fiefdoms are not al- 
ways passed on by hereditary succession, 
but the family name is a strong rallying 
point. In some provinces, power see-saws 
between two or more rival families, unless 
they get together to pursue a common objec- 
tive or beat off a newcomer. 

The period of greatest tumoil and inter- 
clan conflict came between 1950 and 1970, 
largely because of the emergence of new- 
comers whose wealth was based less on 
land and more on such diverse ventures as 
transportation and tobacco trading. When 
Marcos declared martial law in 1972, how- 
ever, private armies were disbanded — 145 
of them, according to official figures, with 
500,000 firearms confiscated — and local au- 
thorities lost their control over the police. 

In the early years of martial law, central 
authorities reasserted their control over the 
countryside, and access to national re- 
sources took on increasing importance. But 
as an overall trend it was more illusionary 
than anything else. In seeking to centralise 
power through his network of close as- 
sociates, Marcos created a legacy of self-en- 
richment and rotten management which 
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still exists in large part today. "If you had no 
connection with Marcos," says one analyst, 
"you got nothing." 

His downfall did bring an apparent 
shuffling of the deck. Apart from the im- 
mediate presidential cronies, the fortunes 
and political clout of a number of prominent 
figures and families went into decline, 
among them the sugar clans of Negros — 
the Gustilos, the Montelibanos and the 
Gatuslaos and, perhaps to a lesser extent, 
the Duranos of Cebu and the Dimaporos of 
Lanao. 


hile the transition from Aquino 
to Marcos does reflect the re- 
silience of the major clans and 
their inherent capacity to de- 
liver votes, the power-broking that went 
on behind the scenes was equally import- 
ant. With Aquino seemingly untainted, her 


Powerful figures, powerful families in the rural Philippines 





brother Jose "Peping" Cojuangco became a 
key figure in forging accommodations with 
the same class of rural élite into which he 
was born in Tarlac. 

Local Government Secretary Luis 
Santos claims it was his own idea to use 
Aquino's national reconciliation policy to 
break up the so-called "Solid North" — the 
nine Ilocano provinces of northern Luzon 
where Marcos’ support had been the 
strongest and still is today. “All over the 
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country there were natural leaders who 
would win no matter what the cir- 
cumstances,” he told the REVIEW. “We 
wanted to get them on our side." 

Whoever did the bridgework, Santos is 
not the only politician to advance this expla- 
nation. In discussing the lead-up to the Jan- 
uary 1988 local elections for governors and 
mayors, another well-placed source says 
that Cojuangco sought to make the idea of 
co-opting the old guard palatable by arguing 
that the abortive August 1987 coup by Col 
Gregorio Honasan had undermined the 
government's credibility. 

“One factor about credibility in foreign- 
ers’ eyes is bloodshed and Peping's argu- 
ment was that our main objective should be 
to avoid bloodshed at any cost — and © do 
that it was important to reduce the potential 
for conflicts," he said. "At the beginning the 
plan was questioned by everyone; it's not 





easy to accept someone who has persecuted 
you. But if we hadn't co-opted them, they 
would win anyway, so we thought we 
might as well make friends out of them." 
While the presidents brother-in-law, 
Paul Aquino, headed the Lakas ng Bansa 
Party (LNB), which grouped together the 
diehard pro-Aquino loyalists, Cojuangco 
adroitly manoeuvred to take over the chair- 
manship of Aquilino Pimentel's PDP-Laban 
Party. In doing so, he secured himself a veh- 
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ice to facilitate backroom deals that could 
not be directly associated with Aquino. 

"Peping systematically put in old Marcos 
loyalists into the PDP-Laban and others who 
had never been seen in the opposition be- 
fore 1986," said one prominent political 
source familiar with what went on. "He saw 
them as stronger political allies [than the 
profusion of Aquino supporters] because 
they were all proven winners." Senate presi- 
dent Jovito Salonga's Liberal Party was not 
adverse to the same tactic. 

"Those of us who joined 
the LNB couldn't understand 
why there were two Aquino 
camps," recalls Luis Vil- 
laforte, president of the 
League of Governors and 
a former cabinet minister 
in the Marcos and Aquino 
administrations. It soon 
became clear, however, 
when  Cojuangco  engin- 
eered last years merger 
of the LNB and a major 
slice of the PDP-Laban into 
the Lakas ng Demokratikong 
Pilipinas (LDP) — a loose 
coalition that, for the mo- 
ment at least, has served to 
marry the old and the new 
and underwrites Aquino's stewardship. 

Political sources say accommodations 
were struck with a number of figures and 
families who had supported Marcos’ 
Kilusang Bagong Lipunan Party (KBL). 
Among them: Isabela's Dy, the Singsons, 
the Josons, the Espinosas of Masbate, Gov- 
ernor Juanito Remulla of Cavite, the Ortegas 
of La Union, the Imperials of Albay, Democ- 
rito Plaza of Agusan del Sur and Joe Zubiri of 
Bukidnon. 





Abadilla: locked out in 
llocos Norte. 


Cojuangco was not available for com- 
ment, but political sources say local office- 
holders probably needed little reminding 
that LDP affiliation would bring about a faster 
dispersal of development funds. 
acknowledged in an interview that he had 
been "adopted" by Cojuangco, but said he 
had run under the old KBL banner to avoid 
the turncoat label. Interestingly, his vice- 
governor and provincial board members 
were all listed as PDP candidates. 
The Singsons, for their 

& part, are perhaps a classic 
й example of how the rural 
élite functions and, in some 
cases, interacts. Although 
Luis Singson found it pru- 
dent to cohabit with Marcos, 
relations between him and 
another Tarlac landowner, 
Benigno Aquino, went back 
to the 1970s when the late 
opposition leader supported 
the Singsons in their almost 
legendary struggle with the 
Crisologo clan for control of 
Ilocos Sur. 

Both Singson and a source 
close to the president said 
he was, in fact, the first of the 
major clan leaders to offer his 
support to Aquino when she announc- 
ed her candidacy in 1985. He was ad- 
vised, however, not to make any public 
announcement, apparently because there 
were worries over how it would be re- 
ceived by her more progressive support- 
ers. In the event, Ilocos Sur voted solidly 
for Marcos — as did the entire Ilocos 
region. 

Most Filipino analysts interpreted the re- 
sults of the 1988 gubernatorial elections as a 


vote against old-school politicians. The vot- 
ing did throw up a collection of new faces, 
the most notable being in the two Lanao 
provinces. Other newcomers to come out 
ahead in encounters with powerful clan op- 
ponents included Lutgardo Barbo of Eastern 
Samar, Jose Ting Borda of Capiz, Simplicio 
Grino of Iloilo, Ceferino Paredes of Agusan 
del Sur and Douglas Cagas of Davao del 
Sur. 

Apart from those there were victories in 
the Visayas and Mindanao regions, but 
there were two surprising setbacks in 
Luzon, with Vice-President Salvador 
Laurel’s nephew losing massively in the 
clan’s home province of Batangas, and Vic- 
tor Sumulong — Aquino’s cousin — van- 
quished in his Rizal stamping ground. In the 
73 provinces and two sub-provinces, only 
four of the old-order governors remain: Dy, 
Remulla, Joson, and Felicisimo San Luis of 
Laguna. 

However, most of the new governors 
were still scions of well-established families. 
While the average age of successful 1988 
candidates went down by four years, it 
seemed in most cases a simple changing of 
the guard rather than any move away from 
traditional clan politics. Overall, Peping 
Cojuangco had indeed picked the win- 
ners. 


illafuerte, the governor of the 

southern Luzon province of 

Camarines Sur, thinks the age of 

the baron far from over. “The real 
test will come in the post-Aquino period,” 
he said. “I think power has gone back to 
pre-martial law days. We are members of 
many tribes and the leaders are modern tri- 
bal chieftains. The core support is a coalition 
of families.” 
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Cagayan ’s strongman 

When Rodolfo Aguinaldo stopped taking his breakfast at the 
downtown hotel of millionaire Chinese-Filipino businessman 
Delfin Ting, it signalled the beginning of an open split between 
the feisty Cagayan governor and the province's local politicians. 
Freed from all its wrappings — and there are many layers — the 
issue boils down to power-sharing and money. 

Ting, 52, is the mayor of Tuguegarao, a former election-time 
ally and one of seven mayors across the province who Aguin- 
daldo is now sueing for millions of pesos in moral damages over 
allegations they made before three congressional subcommit- 
tees. Itis a dispute in which neither side is afraid to pull punches. 

“Who cares about those idiot mayors,” said the governor, an 
outspoken critic of what he calls “traditional dirty old unscrupul- 
ous politicians,” in an interview. The mayors accuse him of run- 
ning a military-style administration, misusing the proceeds of a 
now cancelled small-towns lottery concession, and of turning 
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hundreds of communist defectors into a private army to provide 
the muscle for his own fiefdom. 

A former Police Constabulary (PC) lieutenant-colonel, 
Aguinaldo won by a landslide in the January 1988 gubernatorial 
elections on the strength of his aggressive counter-insurgency ef- 
forts in the Cagayan Valley. He had made a name for himself 
long beforehand; first as a РС intelligence officer, and later as a 
key figure in the Reform the Armed Forces Movement, which 
helped overthrow former president Ferdinand Marcos. 

In August 1987, when he was PC provincial commander in 
Cagayan, Aguinaldo achieved notoriety by flying the Philippine 
flag upside down as a gesture of support for the abortive coup at- 
tempt against President Corazon Aquino led by Col Gregorio 
Honasan. Wearing shoulder-length hair, he held out for months 
as leader of one the country’s so-called “lost commands” before 
resigning his commission to run for the governorship. 

What Aguinaldo sought to do in staying on in his adopted 
province was to challenge the entrenched power of three promi- 
nent Cagayan families — the Dupayas, the Tuzons and the Pu- 
zons. “These families had been in power for years and they had 
done nothing for the economy of the province,” the now neatly 
groomed governor said. “For 15 years I was running after the 
wrong enemy [the Communist Party of the Philippines — СРР].” 
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By contrast, Sen. Leticia Shahani, who 
says she actively campaigned against dynas- 
tic rule in her native Ilocos region while deals 
were made behind her back, is more hope- 
ful of attitudes and the system changing. “1 
think the people are getting tired of it," she 
said. "Not because they are more en- 
lightened, but because their lives are not get- 
ting any better." 

Political researcher Soriano believes that 
if the communist insurgency continues to 
grow, the military could become an alterna- 
tive route to power — as shown by the role it 
played in policing the Lanao elections. 
Cotabato Congressman Rodrigo Gutang 
points out that a greater neutrality on the 
part of the armed forces has made an impor- 
tant difference. "The officers no longer bow 
to the wishes of these people, even if they 
can still influence lower-ranking police and 
army men," he argues. 

There are indications that as pressure has 
grown on the land, the business interests of 
a number of clans have gravitated more to- 
wards Manila to meet the demands for di- 
versification. But this has done little to move 
the focus to national party politics — as evi- 
denced by a landscape cluttered with fuzzy 
loyalties and shaped by self-serving prag- 
matism. Ilocos Sur's Singson puts it suc- 
cinctly: "What is important to me is my base, 
not a political party. They [the parties] need 
me more than I need them." 

Unhealthy as many agree it to be, the 
system is only likely to unravel when the 
Filipinos achieve a level of economic inde- 
pendence where expectations will begin to 
heighten — asit may be doing in some areas 
— and where they will no longer feel the 
need for someone to lean on. Right now, of 
course, the heavily indebted government is 
doing a lot of leaning itself. + 


It was a conviction that began to form in the 


gured personally in the 
capture of several high-ranking leaders of the CPP 
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Three strongmen hold power in Ilocos Norte 


Explosive trio 


n many Philippine provinces there is 
[< an all-powerful governor, а 

dynasty, or a power-broking con- 
gressman — or perhaps a permutation of all 
three. In Ilocos Norte, home province of 
exiled former president Ferdinand Marcos, 
there are Farinas, Abadilla and Ablan, who 
together create a potentially explosive com- 
bination. 
> Rodolofo Farinas is the provincial gover- 
nor, at 37 the youngest in the country. Mar- 
ried in 1988 to an American-Filipino actress 
with whom he has two children, he is 
charismatic and controversial. 
> Rolando Abadilla, 46, is the deputy gov- 
ernor. A former chief of Police Constabulary 
intelligence in Manila under Marcos, he has 
acquired a dangerous reputation. 
> Roque Ablan is one of two local con- 
gressmen. The son of a former governor- 
turned-guerilla fighter killed by the Japan- 
ese, he is the inheritor of Marcos' political 
machine in Ilocos Norte. He is said to have 
the loyalty of as many as 17 of the province's 
23 mayors — and the second congressman, 
his cousin, Mariano Nalupta. 

Abadilla and Ablan are allies and would 
like nothing better than to have Farinas re- 
moved. Farinas, who has distanced himself 
from Marcos, but remains a friend of his 
son, Bong Bong, has prevented Abadilla 
from occupying an office in the capitol build- 
ing. “I kicked him out because he was doing 





they returned home from a 


dirty things against me," he said. With 
Ablan "the problem is generational. He is 
old-style, like Marcos." 

The governor and his deputy only meet 
at regular Tuesday morning official meet- 
ings. Farinas says he has tinted the windows 
of the spectators' gallery "so he [Abadilla] 
won't know if there is someone with a 
machine gun there." He is also building tur- 
reted guard towers on either end of the 
capitol building, but claims that is because 
he fears an attack by communist New 
People's Army (NPA) guerillas. 

Although they have a large house on the 
outskirts of Laoag, Farinas and his wife, 
Maria Teresa Carlson, have taken up resi- 
dence in rooms above his capitol office. 

Abadilla, because he has been denied 
space in the capitol, performs what duties 
he can from the sprawling family com- 
pound in nearby San Nicholas where he and 
his two brothers, Jaime and Carlito, run à 
trucking and construction enterprise. 

Carlito and Jaime are mayor and vice- 
mayor of Spirito, the small home town that 
their father, Vicente, used as a base to build 
up the family fortune as a tobacco trader, 
merchandiser and petrol station owner. 
Rodolofo's long association with Marcos 
cannot have done the business any harm 
either, though he now says that he takes his 
allegiance to the 1986 constitution seriously. 

Abadilla acknowledges with classic un- 


meeting. cf the 


Cagayan Mayors' League that had voted out the 
ix Bent dita 


i , à reputed Aguinaldo as- 


and of the New People's Army (NPA), the CPP’s mi- 
litary arm. "Every time we would capture them, the 
armed forces would claim we had broken the back- 
bone of the СРР,” he said. "But as we went on, I 
could see we were not gaining ground. I wanted to 
experiment, so I came to Cagayan.. . .Icametolearn 
that the real enemy are the corrupt politicians." 

In winning the 1988 gubernatorial race, 
Aguinaldo defeated former incumbent Teresa 
Dupaya, who apart from a brief period after the 
1986 peaceful revolution which brought Aquino to 
power, had held the post since the late 1960s. But 

hile among Cagayan constituents, he 
inevi came into conflict with the province's 
three congressmen — Tito Dupaya, Teresa's weal- 
thy businessman husband who died in March 


this year, former municipal mayor Domingo Tuzon and lawyer- 


Matters came to a head in February when his men allegedly 
detained congressman Puzon and four mayors at a roadblock as 
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Aguinaldo: firmly 
holding the purse. 


EN 





can the governmen 

all the money,” he said. “If there is P200 million [US$9.1 million] 
provided for a certain project, and I can save half of that amount, 
I will be satisfied." 


sociate. Following the incident, six mayors pub- 
lidy accused Aguinaldo of running a so-called 
“black army” of NPA defectors, many of them Neg- 
rito tribesmen from mountains along the 
Cagayan-Kalinga Apayao provincial border. 

Judging from the group of surrenderees loung- 
ing in ће governor's guest house, Aguinaldo does 
maintain close contact with them. But he insists 
they were placed under army control when he 
filed for candidacy and says that while he does 
have security guards “they are low-key and they 
don’t display their weapons,” in sharp contrast, 
he notes, to the goons who surround Ting. 

He claims his main preoccupation is to reduce 
the level of corruption, apparently by ensuring he 


has his hands firmly on the purse strings. “How 


t provide services when the politicians steal 


= John McBeth 
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derstatement that he and Farinas often view 
issues from a different perspective. Some of 
his critics suggest that he would have effec- 
tively served as governor if Ablan's 82-year- 
old mother had succeeded in beating 
Farinas in the 1988 election. As it turned out, 
it was a one-sided race and now he chafes at 
the way Farinas denies him access to the 
provincial budget. 

“I think it is his intention to keep me 
down because he is worried I might run 
against him [in the next scheduled gubnato- 
rial elections in 1992]," complained the man 
known to his detractors during the Marcos 
years as "Mad Dog" Abadilla. He flashed a 
tight smile and added: "If he keeps pressing 
me, then maybe I will." 

e nephew of a former vice-governor, 
Farinas is anything if not mercurial. Miffed 
at passing a rural jeepney shelter on 
which were painted the words "Long live 
the NPA — down with warlordism and 
Farinas and Ablan,” he summoned up 
an armoured car, a heavily armed task 
force and all his senior staff and return- 


ed at the wheel of his utility vehicle. 
A pistol on his hip and well protected at 
each stop, the governor shuttled among his 
constituents. "We try to bring the govern- 
ment to the people," he told one youthful 
audience, "because it makes us more re- 
sponsive." It was in many ways an impres- 
sive show, and on each occasion he was 
careful to warn of the evils of communism 
and snap at those who call him a warlord. 
Maria Teresa, former star of the long- 
running television sitcom Cheek to Cheek, 
video-taped the event, signed autographs 
and twice sang one of Imelda Marcos' fa- 
vourite songs, Dahil sa Iyo (Because of You). 
"Don't compare us to the Marcoses," she 
told the REVIEW. "We are not corrupt. We 
don't have billions of dollars in Swiss 
Farinas' money, in fact, appears to come 
mainly from Farinas' Lines, a 60-bus fleet he 
inherited from his late father, Frederico. But 
like Marcos, the governor was a brilliant law 
student, and if his singing wife, personal 
ambition and flamboyant oratory are any 
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Power changes hands in Lanao del Sur 


End of a dynasty 


hen Saidamen Pangarungan won 
W the governorship of Lanao del Sur 

last year, a surprised President 
Corazon Aquino told him: "Your victory 
was remarkable and extraordinary." Indeed 
it was. For the 38-year-old lawyer had bro- 
ken the dynastic rule of the Dimaporo-Di- 
matuka and Alonto-Lucman clans, who had 
treated the Lanao region as their private do- 
main since the end of World War II. 

Now, Pangarungan presides over Lanao 
del Sur from this ugly, mud-spattered city 
overlooking Lake Lanao, while the once all- 
powerful Ali Dimaporo — an oligarch most 
Filipinos regard as the epitomy of a true 
rural warlord — broods over the way his for- 
tunes have taken a turn for the worse since 
the overthrow of former president Fer- 
dinand Marcos, his friend and political ally. 

Dimaporo and his son, Abdullah, still 
hold congressional seats in Muslim-domi- 
nated Lanao del Sur and the neighbouring 
Christian province of Lanao del Norte on the 
central Mindanao coast. But his feared 3,000- 
man private army, known as the Bar- 
racudas, has disbanded and while he re- 
mains defiantly pro-Marcos, he conceeds 
that things are not what they were. 

"During Marcos, when it came to ap- 
pointments, nothing could happen in my 
region without my recommendation," the 
71-year-old ex-governor said in an interview 
in the Quezon City home where he spends 
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his weekdays. When Aquino came into of- 
fice in 1986, he was promptly removed as 
governor, with Pangarungan the choice as 
temporary officer-in-charge. 

But the grizzled old congressman did not 
go easily. Backed by his armed supporters, 
who occupied the provincial capitol and 
took up ambush positions around the lake 
road, he refused to leave office. Three weeks 
later, a force of Pangarungan's clansmen re- 
captured the capitol building, but through- 
out the evening and into the next day they 
had to fight off Barracudas attempting to 
take back the converted school-house. 

In the end, Region 12 Po- 
lice Constabulary command- 
er (and now Cotabato con- 
gressman) Brig.-Gen. Rod- 
rigo Gutang intervened and 
ordered the Barracudas to 
withdraw. The stories differ 
on who Dimaporo finally lis- 
tened to, but he accused 
Gutang of trying to further 
his political ambitions and 
said he was the only military 
officer in his area he was 
never able to call a friend — 
perhaps a significant state- 
ment in itself. 

How does Dimaporo de- 
scribe himself? "I am a plain 
citizen working for the wel- 
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Pangarungan: times 
have changed. 


guide, it is a style he may be trying to culti- 
vate. 

While Farinas' playboy past — two of his 
four children are from a previous girlfriend 
— attracted younger voters in 1988, the re- 
cent controversy swirling about him ap- 
pears to have eroded some of that support. 
Castor Raval, 71, a long-time Farinas family 
lawyer and former provincial officer-in- 
charge, is especially critical. “Farinas seems 
to regard it [the governorship] as his own 
personal preserve," he said. "There is no 
unity or harmony among government offi- 
cials because of political and personal 
reasons. They are afraid to come out openly 
against him." 

It may be, however, that Farinas is also 
just a little wary of Abadilla and Ablan. 
Apart from his own security men, the army 
has provided him with six soldiers, appa- 
rently for protection against NPA hitmen. But 
as the capitol incumbent willingly volun- 
teers: "The NPA won't kill me because then 
they would have Abadilla as governor." 

= John McBeth 


fare of the people,” replied the man who is 
anything but ordinary. And what about 
those who call him a warlord? He snorts and 
seems to enjoy the question. “If he [a war- 
lord] is someone who imposes his will by 
force, then I am nat. I have never used force 
in my political career.” 

Dimaporo said his political opponents 
called him a terrorist to justify their election 
defeats. "That's how warlordism came into 
existence," he said. "When Aquino came in, 
she wanted to disarm the so-called war- 
lords." In Lanao del Sur, the president went 
further than that. Not only was the 1988 
gubernatorial election postponed for a 
fortnight, but she acceded to Pangarungan's 
request and ordered two battalions of troops 
into the province. 

When the ballots were in, Pangarungan 
was the victor by 8,000 votes in a field that 
included Dimaporo's younger brother, 
Naga, his brother-in-law, Linang Dimatuka, 
and former governor Princess Tarahata 

Alonto-Lucman. In Lanao 

z del Norte, Francisco Abalos 
Й beat out Imelda Dimaporo, 
Abdullah’s wife and daugh- 
ter of one-time governor Luis 
Quibranza, for the gover- 
nor's seat. 

Dimaporo alleged that he 
was the victim of massive 
fraud and complained that 
his inspectors were not al- 
lowed to watch the vote- 
counting. “The military used 
to be close to me," he said. "I 
never thought they would 
cheat me." What the army 
did, according to Pangarun- 
gan, was to neutralise the 
Barracudas and the Black 
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shirt army of the Alontos. As he put it: "In 
»revious elections, even the birds and the 
»ees were allowed to vote." 

The geneaology of the Dimaporos is 
perhaps typical of the Muslim families in the 
southern Philippines, originating from the 
Sultanate of Johor and branching to Brunei, 
Sulu, Cotabato and Lanao., Ali Dimaporo 
said he became a popular figure by wiping 
out a Japanese detachment during World 
War II near Malabang, at the southern end 
of Lake Lanao. His opponents say he 
mounted the ambush because a Japanese 
officer had made eyes at a girl he liked and 
that the real resistance was led by one 
Menalao Mindelano. 

Whatever the circumstances, the Di- 
maporos became a clan to be reckoned with 
after the war. With the crucial backing of 
Tomas Cabili, a Liberal Party senator from 
the coastal city of Iligan, Ali Dimaporo won 
his first congressional seat in 1949 — the 
same year Marcos entered national politics. 
[t was the start of a political career that has 
included six congressional terms, and five 


terms as governor — two in Lanao del Norte 
after the region was divided in 1959 and 
three in Lanao del Sur. 

But Dimaporo's real heyday was in 1974 
when Marcos’ martia law regime ap- 
pointed him Lanao del Sur governor, a posi- 
tion he was to hold for the next 12 years. 
"We were Marcos' right-hand men," he re- 
called. "Whatever the people wanted I got it 
because of my influence over Marcos. And 
because of this, they became my fanatical 
followers." 

With Abul Kyar Alonto's Black Shirts 
forming the initial nucleus of the then 
Mindanao National Liberation Front when 
it was formed in 1969, they were also 
years marked by bloody religious conflict 
between Muslims and Christians which cost 
thousands of lives before the signing of 
the 1976 Tripoli Agreement between the 
government in Manila and Muslim rebel 
leaders. 

Pangarungan describes Dimaporo dur- 
ing this period as "the most feared and the 
most powerful man in Mindanao." Camilo 
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Governor dispenses patronage and protection 


Isabela's godfather 


Roque Alban once told a guest that 

there were only seven real warlords in 
the Philippines — and among them he listed 
Isabela Governor Faustino Dy. It is not a 
mantle the hospitable governor enjoys, 
»ven if little happens in this northern Luzon 
orovince without his knowledge. 

"| don't have any power," Dy protested 
during an interview in his spacious home in 
a quiet backstreet of the thriving market 
town of Cauayan. "My power lies in the 
confidence the people have in me. Our sys- 
tem is more paternal; it is the one we have 
adopted. We provide personalised services 
and in exchange the people are willing to 
support you." 

Outside, Dy's gate is open, under a 
towering communications mast that allows 
him to keep in touch with a province that 
has its share of insurgency problems but re- 
mains a rich source of rice, corn and timber. 
Inside, in a huge, high-ceilinged reception 
room, a clutch of people wait patiently to see 
him, all with one problem or another that re- 
quires his personal attention. It has been like 
this for many of the nearly 16 years he has 
held the job. 

It is difficult to put a glove on Dy, mainly 
because he has heard all the accusations be- 
fore. Perhaps “patron,” or the local expres- 
sion ninong (godfather), describes him better 
than warlord these days. “People are depen- 


pz [locos Norte congressmen 
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dent on me, that is only 
natural," he explained. "It's 
always the way with politics 
in the Philippines. That's not 
good, but it is the system — 
and you can't change it over- 
night." 

As Dy puts it, the system 
has been good to him since 
his family moved from 
Nueva Ecija in central Luzon 
in early 1945. His father, the 
son of an ethnic Chinese im- 
migrant, was a wealthy rice 
and corn trader, the owner of 





Cabili, the widely respected senator's son 
who has served 29 years as mayor of Iligan, 
narrowed it down to "king of both pro- 
vinces," and said that Pangarungan's victory 
did not come as a surprise "because in Lanao 
del Sur the party in power always wins." 

But Dimaporo still remains a potent 
force. He has reached an apparently amica- 
ble settlement with the Development Bank 
of the Philippines over the repayment of a 
P400 million (US$18.2 million) loan bor- 
rowed under the Marcos regime to finance a 
fish pond. And with homes in Karamatan 
(Lanao del Norte) and his native Binidayan 
(Lanao del Sur), he vows that in the next 
elections, things will be different. 

If times have changed in Lanao del диг, 
there are still memories of the past. Dip- 
lomats advise foreigners not to stay over- 
night in Marawi because they may risk 
being kidnapped. And the governor's for- 
eign guests are still escorted to the provincial 
border by the same sort of rifle-toting 
guardsmen Dimaporo once employed. 

m John McBeth 


Cagayan River from the provincial capital of 
Парал. Once just a simple village, it now 
boasts a population of 100,000 and has all 
the appearances of a boom town. Dy said he 
only owned a hotel and that his other in- 
terests, mostly in construction and real es- 
tate, were Manila-based. "I don't have a 
single business that requires a permit from 
the government." 

So what brings investors 
to Cauayan? "Protection," he 
said. "They know no one 
will molest them. Do you 
want to live in a place where 
the mayor is always asking 
money from you?" His son, 
Benjamin, is mayor and also 
chairman of the Isabela 
Mayors’ League, and two 
other sons are barangay cap- 
tains — part of a brood of 17 
children who, it is gathered, 
are not all from his wife. 
"Let's not discuss that," said 


a string of grocery stores and ; 
a municipal councillor. Dy Dy: power through The suggestion that he 
spent many of hisearly years confidence. might be creating a dynasty 


in Manila running a trans- 
portation business, but he returned home 
for good in 1961. 

Two years later, he became Cauayan's 
mayor and, in 1972, captured the governor- 
ship from the incumbent Samuel Reyes 
when then president Ferdinand Marcos de- 
clared martial law. Dy was persuaded not to 
run against Reyes in 1967 because Reyes en- 
joyed the president's backing. Dy has re- 
mained in power ever since 1972 — except 
for a period following Corazon Aquino's as- 
sumption of the presidency in 1986, when 
she dumped Marcos supporters. 

Cauayan lies more than 48 km down the 
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was not welcomed. "I de- 
spise dynasties," he responded, saying that 
if he had used the absolute power he en- 
joyed during the martial-law years "there 
would be no more Albanos" — a reference 
to another Isabela family which fills one of 
the province's four congressional seats. 

It is clear, however, that the con- 
gressmen and Isabela’s only senator, 
Herherson Alvarez, maintain close relations 
with Dy, simply because he is the only real 
touchstone. And in a rare slip, which he 
quickly corrected, he talked proudly of "my 
candidates" all winning in the 1987 congres- 
sional elections. = John McBeth 
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Family clans fight for supremacy 


Provincial power play 


he Singsons of Ilocos Sur wield more 
j enduring power over their province 
than probably any other clan in the 
country. But while they only came to their 
present position of dominance after a 
. bloody struggle with the Crisologos — an 
inter-related clan they once served — they 
have also managed to survive the transition 
from ousted president Ferdinand Marcos to 
his successor, Corazon Aquino. 

In Cebu, the rivalry between the Os- 
menas and the Duranos was not nearly as 
violent, despite the late clan leader Ramon 
Durano's ruthless reputation. The downfall 
of Marcos in 1986, however, marked a turn- 
ing point, reversing the fortunes of the 
Duranos and allowing three third-genera- 
tion Osmenas to re-emerge as the dominant 
political force — and the admired architects 
of Cebu's economic resurgence. 

The struggle among the clans of Ilocos 
Sur is still talked about in hushed tones in 
Vigan, the picturesque pro- 
vincial capital noted for its 
centuries-old Spanish ar- 
chitecture. Although the 
grandfather of Luis and 
Titong Singson was a pre- 
war governor and their 
father was mayor of Vigan, 
the brothers are once said to 
have been no more than paid 
enforcers of Floro Crisologo, 
their uncle and long-serving 
Ilocos Sur congressman. 

Luis, in fact, was Vigan's 
chief of police during the 
mid-1960s when  Floro's 
wife, Carmeling, was pro- 





thrown into a Vigan fiesta, killing and 
wounding many people. Luis was hit in the 
arm, but as he told the REVIEW: "I was danc- 
ing with a fat lady and she absorbed a lot of 
the shrapnel." In another ambush, this time 
with machine guns, two bodyguards sitting 
on either side of him were shot, one fatally. 
During those days, he had 30 security men. 
Today, he has only eight. 

In the 1971 local elections, the Singsons 
finally won out. Luis defeated the embit- 
tered Carmeling Crisologo in the race for 
governor and Titong bested her son, Vin- 
cent, for the mayoralty of Vigan. Apart from 
a brief period in 1972, when Titong was im- 
prisoned by Marcos in a successful move to 
co-opt the family, the brothers have ruled 
largely unopposed. 

One demonstration of their grip on 
power came in 1986 after Aquino ordered 
Luis’ removal as governor. Crowds bar- 
ricaded the capitol building for six months 
and refused entry to the new 
officer-in-charge. In the end, 
Singson was forced to relent, 
but he and cousin Eric 
Singson came back to win 
congressional seats in 1987, 
and the following year Ti- 
tong was elected governor. 

Mariano Tajon, who took 
over the post when Titong 
died in late 1989, typifies the 
solid support the Singsons 
enjoy in many of the pro- 
vinces 34 municipalities. 
"You may hear a lot of talk 
about dynasties, but most of 
it is just old and hackneyed,” 


vincial governor. Macabre as Singson: a firm grip in he said. "The people owe 
it may have been, part ofthe  Mocos Sur. Singson a debt of gratitude. 
Singson family's income He is a man of the people. He 
came from embalming — and business isthe one who brought liberty and freedom 


was good. According to most public 
accounts, the Crisologos reigned through 
terror, threatening ог  assassinating 
political opponents who sought to challenge 
them. 

By the end of 1969, the Singsons had split 
with their relatives, and the following year 
the elder Crisologo was gunned down in a 
church pew — a murder his widow still 
blames on their nephews. Luis continues to 
deny he was involved but cited the 
Crisologos' efforts to choke off his tobacco 
trading business and said he was the target 
of six assassination attempts during a period 
when the political death toll reached into the 
hundreds. 

In one incident, two grenades were 
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here." 

Sen. Leticia Shahani calls Ilocos Sur "the 
epitomy of the bad side of the feudal mental- 
ity" and says it does not compare with the 
situation in her native Pangasinan to the 
south where the son and grandson of Mar- 
cos’ former long-serving agrarian reform 
minister Conrado Estrella hold two of the six 
congressional seats. Nor can it be matched 
with the Josons of Nueva Ecija, who have al- 
ways been regarded as benevolent patrons 
— albeit with the governorship and a con- 
gressional seat in their pockets. 

The Osmenas are different again. De- 
scendants of early Chinese immigrants, 
with a cocktail of Malay, German and 
Spanish blood for good measure, they have 
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been a significant family in Cebu, going back 
to the early 19th century when the island 
began to regain its pre-colonial position as a 
regional trading centre. They entered politi- 
cal life through Sergio Osmena, who started 
out in the Spanish colonial service, dabbled 
in journalism and later rose to be a reluctant 
president from 1944-46. 

It was his son, Sergio Jr, however, who 
took on the political machine of then senate 
president Mariano Jesus Cuenco in 1951 — a 
time when the Cuencos controlled 50 of the 
island's 51 mayors and chiefs of police and 
all of its seven congressmen. Osmena 
claimed to have been shot at 32 times during 
the campaign, but he won the governor- 
ship. Four years later, recognising that he 
had not done enough for re-election, he ran 
instead for the Cebu mayoralty — a position 
he was ultimately to hold for five separate 
terms. 

Faced with the threatened break-up of 
his clan, Cuenco joined forces with Osmena 
in 1959 in what was known as the Osmena- 
Cuenco fusion. But conflicts continued. 
Durano, a former Cuenco lieutenant who 
liked to term politics “a game for devils,” 
broke away and consolidated a constituency 
around his hometown of Danao, where he 
built a labour-intensive industrial estate to 
cement his base. 


ver the next decade, Durano re- 

mained a formidable protagonist, re- 

taining a hold on northern Cebu and 
most of the rural congressional districts and 
often boasting: “If the Osmenas have the 
money, I have the guns.” But Osmena was 
always able to control the heartland of 
Cebuano politics, the capital city of Cebu 
and the premier second district, using it as a 
springboard into national politics and fi- 
nally, in 1969, to challenge, though unsuc- 
cessfully, the then incumbent Marcos for the 
presidency. 

When Marcos declared martial law in 
1972, Osmena went into self-imposed exile 
in the US, where he died in 1984. His son, 
Sergio III, and nephew Emilio were both 
either imprisoned or placed under house ar- 
rest. Although Sergio made a dramatic es- 
cape in 1974 and Emilio entered into a mar- 
riage of convenience with Marcos’ Kilusang 
Bagong Lipunan party, the family’s interests 
suffered with the nationalisation of a con- 
troversial reclamation area and the breaking 
up of their Carcar hacienda. 

Today, the Osmena-Durano rivalry is 
muted, though both clans have their share 
of intra-family rifts. Emilio is the governor, 
his brother, John, is a member of the 24-man 
senate, their cousin, Tomas, is Cebu City 
mayor, and Osmena ally Antonio Cuenco 
holds one of the city's two congressional 
seats. In Danao, 25 km to the north, Mayor 
Jesus Durano occupies a dance-floor sized 
office — the heir-apparent to his father, who 
died last year. Ramon III is a congressman, 
and a third brother, Thadeus, and a sister, 
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Beatrice, both run municipalities of their 
own. 

The Duranos, however, have watched 
their industrial complex take a slide. Jesus 
acknowledges he is having, difficulty per- 
suading the Aquino government to re- 
schedule a P100 million (US$4.6 million) 
loan he obtained under the Marcos regime 
to re-tool the family's now idle Universal Ce- 
ment plant, which was forced to lay off all its 
1,200 employees in 1987. There are signs 
that the other businesses have suffered as 
well and, to cap it all off, Jesus and Thadeus 
do not get along. 

Academic Resil Mojares, who has writ- 
ten a book that is often critical of the Os- 
menas, acknowledges they are unique. 
"They have succeeded not through wealth, 
but through their ability to get the support of 
the local business community," he said. 
"They don't bankroll things and they have 
never been accused of running à private 
army. They have used muscle, sure, but not 
on the scale of the Duranos and the Di- 
maporos." 

Local analysts also have generally good 
things to say about the Chiongbians, distant 
relatives of the Osmenas whose interests in 
shipping, air transportation, agriculture, 
banking and insurance have given them 
region-wide influence. William Chiongbian 
is governor of Misamis Occidental in north- 
em Mindanao, while younger brother 
James holds down a congressional seat in 
South Cotabato. 

If inter-family fueds today are not as 
bloody as they were 20 years ago, one that 
has continued to fizzle is the conflict be- 
tween the Espinosas and former con- 
gressman Jolly Fernandez on the southern 
Luzon island of Masbate, which forms part 
of the Bicol region. Fernandez became 
something of a folk hero when he beat 
Moises Espinosa in the 1984 elections, de- 
spite a lack of support among the province's 
mayors. 

Espinosa had his revenge in the 1987 
poll, reinforced by elder brother Emilio's 
election as governor in 1988. But then in 
March this year, the congressman was shot 
and killed as he stepped off an aircraft from 
Manila. Later, Fernandez was seriously 
wounded in a clash with the Espinosas on a 
Masbate beach and, in July, he was charged 
with master-minding his nemesis’ mur- 
der. = John McBeth 


Pictured left: (т Rolando Abadilla, dep- 
uty governor of Ilocos Norte. (2) Faustino 
Dy, governor of Isabela province. (3) 
Rodulfo Farinas, governor of llocos 
Norte. (4) Emilio Osmena, governor of 
Cebu. (5 Rudy Aquinaldo, governor of 
Cagayan. (6) Ilocos Norte capitol build- 
ing. (7) Jesus Durano, mayor of Danao. 
Congressman Ali Dimaporo of Lanao del 
Sur. (9) Saidamen Pangarungan and his 
wife of Lanao del Sur. 1) Congressman 
Luis Singson of Ilocos Sur. 17) Mariano 
Tajon, governor of llocos Sur. 
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Pride of ownership is exceeded 
only by the pleasure of driving. 


No other car arouses the same passionate pride of 
ssession. This feeling grows and осон іп еуегу 
ercedes-Benz owner because of the extraordinary qualities 

of the car itself. 


Consider the car, and it is a very easy emotion to 
understand. - 


Object of desire 

Every new Mercedes-Benz is a technological master- 
piece embodying the highest standards of automotive 
engineering in the world. It is a desirable object of aesthetic 
beauty, and at the same time a phenomenal performer on 
the road. No other car is recognized so universally as a 
symbol of absolute excellence. Or bestows on the owner 
such immediate and undeniable status. Or has a heritage 
of one hundred years of design and engineering genius. 


To own a Mercedes-Benz is to reach a very special stage 
in life. But as every Mercedes-Benz owner knows, the 
greatest pleasure of owning the car is a much more personal 
experience. 


The real passion 
Take a Mercedes-Benz onto a good highway and put it 
through its paces. You'll soon get the feeling. 


Unleash the muscular, silk-smooth strength of the 
engine and revel in the exhilaration of perfectly controlled 
power. Snake through a tight turn and rejoice in the 
immaculate roadholding and Suppe. effortless handling. 
Experience the ride that Car and Driver magazine called 
"nothing short of magical". 


Built by perfectionists for connoisseurs, the Mercedes- 
Benz is a car of legendary quality, the most advanced 
technology, ultimate luxury and awesome prowess. 

Owning one is a matter of pride. Driving one is a 
passion. 


Mercedes-Benz 


The unforgettable experience. 
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WHY SETTLE FOR THE ACCEPTABLE 
WHEN YOU CAN EXPERIENCE THE EXCEPTIONAL? 


Fo those who recognize the difference 
in quality there is now a very special place. 
Grand Hyatt Hong Kong. 

From the moment you enter the 
impressive lobby, you'll know you've arrived. 
Set against a backdrop of Hong Kong's 
magnificent harbour, you're greeted by 


soaring marble columns, sweeping staircases, 


cascading fountains. And gracious service. bathed in luxury. 
In fact, everything about the Grand Hyatt In a city renowned for world-class 
is exceptional. Three restaurants with breath- hotels, now there's one for even the most 
taking harbour views. ]]'s, a completely discerning guest. Grand Hyatt Hong Kong. 
new concept of entertainment. Hong Kong's For reservations at over 150 hotels and 
THE 


largest recreation deck with golf resorts worldwide, call 
driving range, landscaped swimming | | ү A | | your travel planner or your 


pool and tennis courts. And guest rooms TOUCH nearest Hyatt. 


GRANDHYATTÉS)HONG KONG 


1 HARBOUR ROAD, HONG KONG. TEL; 5-8611234. FAX: 5-8654675. 
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Traveller’s Tales 


t has been a long break — and my 
thanks to the guest travellers who filled 
this page while I was travelling or sit- 
ting in the sunshine of the south of 
France, expending energy on the digestion 
of food and wine and catching up on my 
reading. The long spells of languor were 
broken only occasionally by bursts of bricol- 
age — in other words, do-it-yourself efforts 
at plastering, cementing, painting, electrical 
wiring and (the greatest of all these mys- 
teries, particularly in France) plumbing. 


We had arrived in Paris just in time for the 
celebration of the 200th anniversary of the 
revolution. In fact we missed it. Apart from 
a glimpse on the morning of the 14 July of 
military hardware rumbling across the end 
of the street, an equally military fly-past of 
various aircraft and bursts of fireworks in the 
sky at night, we saw little of the festivities — 
largely because we lacked access to a TV set. 
The atmosphere of the city’s centre was 
festive. The presence of President 
Mitterrand’s 33 foreign heads of state and 
other summiteers apparently necessitated 
the banning of parked cars in the city centre 
for days on end. This should have afforded 
splendid vistas of the city’s boulevards and 
monuments, but the effect was ruined by 
the sight of a couple of policemen patrolling 
every 10-m stretch of pavement. Those Pari- 
sians who remained expressed their an- 
noyance freely: the rest of the country, how- 
ever, appeared happy to celebrate the an- 
niversary, with most of its myths intact. 


The revolution was glorious, n'est-ce pas? 
We will not spoil the occasion by recalling 
the misery and oppression brought to those 
peoples whose revolution was at least partly 
inspired by the French connection — from 
Russia to Libya, Algeria to Vietnam, Iran to 
China. Neither will we dwell on the time 
that the man who ordered the tanks into 
Tiananmen Square just over a month previ- 
ously had — with Zhou Enlai — spent in 
France imbibing Marxism. 


One of the books | read after belatedly 
reaching the sun brilliantly destroyed many 
of the myths of the revolution cultivated by 
historians and swallowed by liberal republi- 
cans all round the world; it was entitled Citi- 
zens: A Chronicle of the French Revolution by 
the Dutch writer Simon Schama. He reveals 
the falsity of the popular image of the Bour- 
bon court as ineffably remote and oppres- 
sive (the France of 210 years ago was in the 
midst of exciting social, economic and tech- 
nical ch , many of them inspired and 
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encouraged by Louis XVI, who was plan- 
ning to become a constitutional monarch). 
The storming of the Bastille was a skir- 
mish (the old fort quickly surrendered) and 
the mob found within only seven prisoners, 
one of whom was the mad, bad Marquis de 
Sade — hardly a citizens' hero. Schama is 
particularly good on the following blood- 





shed and terror which made parts of France 
(the Vendée, the Rhóne Valley and the 
Midi) resemble nothing so much as Cam- 
bodia after that other French-inspired revo- 
lution by the Khmer Rouge. And it all paved 
the way for Napoleon. 


The only major fault | found with Citizens 
was one it shares with so many of today's 
hardbacks: it weighs a ton. Unless the 
reader has a comfortable chair and a suitable 
desk or table, it is impossible to read for 
more than 10 minutes at a stretch. Lying 
supine or on one's side, in the sun or in bed, 
muscles start twitching and aching with the 
sheer weight of the volume — either that, or 
the prone position produces a crick in the 
neck. Publishers might note that those 
readers who decide to wait for their soft- 
back editions are not entirely confined to 
those who want to save a dollar or two. I lost 
some skin during the holiday, not from sun- 
burn but from propping up tomes on my el- 
bows. 

Good books impose themselves on the 
consciousness, creating a reality more im- 
mediate than the reader's surroundings ("1 
read that in Kota Kinabalu," one recalls, 
long after memories of that trip have faded). 
Citizens did that, as did Karel van Wolferen's 
superb analysis of The Enigma of Japanese 
Power and a couple of good thrillers, Fred 
Forsythe's The Negotiator and the sequel to 
Gorky Park, Martin Cruz Smith's Polar Star, 
plus the refreshingly clear summary of what 
we know about the universe in Stephen 
Hawking's Brief History of Time (a book 
which, despite its subject, is admirably 
minimalist in its clear and concise prose, 
and thus no arm-bending heavyweight). 
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Another was Sterling Seagrave's The Marcos 
Dynasty (one can cavil at some scholarship 
and speculation about hidden gold, but the 
book is as lively as his Soong Dynasty). 

Some disappointments included an arti- 
ficial history of England's area, Ed- 
ward Rutherfurd's Sarum and John le 
Carré's latest The Russia House. Most of le 
Carré's protagonists tend to be locked jnto 
an emotional if not intellectual sterility, the 
betrayals of the world of espionage told in 
terms of an identity crisis, from Smiley him- 
self to the author's actress sister figure in The 
Little Drummer Girl and his attempt to exor- 
cise the ghost of his father in The Perfect Spy. 
Now le Carré tries another naive and senti- 
mental hero pitted against the cruel cyni- 
cism of the spooks. Personally, I have found 
professional diplomats to be harder-hearted 
than the latter (so, for that matter, has Hong- 
kong) and the idea that the spooks would 
deliberately torpedo glasnost because it 
would do them out of a job is as old as the sa- 
tire of Michael Frayn of the 1950s. 


Which reminds me; | must get hold of 
Frayn's new novel on the tribulations of a 
literary critic who has an affair with his fa- 
vourite woman writer. Oh dear; I may be no 
speed-reader, but I do gobble up books; 
nonetheless, however many consumed on 
such a stretch, the list of those to read merely 
to catch up never gets shorter. One notes 
dozens of volumes of required reading, plus 
as many promising mere pleasure, from the 
lists and reviews of the tens of thousands 
which come out every month. And the pub- 
lishing industry is gearing up to stun us all 
with its autumn lists. 

And, on top of all those tomes, spreads 
the rest of the required reading for — as the 
promotion prose reads — the busy decision- 
makers and must-be-well-informed execu- 
tives: the daily newspapers, the periodicals, 
the newsletters, the specialised publications 
— to say nothing of a certain essential 
weekly magazine. And let us not burble 
about electronic databases: the threat they 
were once alleged to pose to the print media 
has not materialised — just the opposite, 
judging by the avalanche from the presses. 


Just before we left, we telephoned my 
mother in Wales to wish her happiness on 
her forthcoming 85th birthday. It was a few 
days later, reading the newspapers, that I 
realised for the first time that she was born 
on exactly the same day as Deng Xiaoping. 
As a mother, she was strict but kindly. 
She never sent the tanks in. But then, she 
spent none of her youth in France. = 
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KOREA 


Primordial passton fuels the crusade for reunification of the North and South 


The impossible dream 


By Shim Jae Hoon in Seoul 


The DMZ runs across our heart, bisecting the life of 
all of us — Kim Chi Ha (poet). 


t2 p.m. on 15 August, the anniver- 

sary of Korea's division and its lib- 

eration from Japan's colonial rule, 

there was an extraordi meet- 
ing at the border between the hostile 
Koreas. On the northern side, along the rim 
of the showcase Panmunjom armistice vil- 
lage, a huge crowd of North Korean officials 
and students had gathered to give a raucous 
sendoff to student activist Lim Su Kyong 
and Roman Catholic priest Moon Kyu 
Hyon. 

Lim, a 21-year-old South Korean coed 
studying French literature, and the 44-year- 
old Moon were about to stage a novel feat in 
the 34-year history of the Korean armistice 
agreement: an illegal crossing of the border. 
Their crossing was to symbolise 
their goal of destroying the 
walls that have kept North and 
South Korea partitioned for 44 
years. 

On the southern side, high- 
powered loudspeakers broad- 
cast loud warnings to the 
couple. Their crossing, the 
voice of warning boomed, was 
a violation of the armistice 
agreement. Lim and Moon ig- 
nored the warning, and held 
hands as they slowly walked 
towards the US sector. A group 
of armed US guards tensely 
watched their passing. Once 
they reached the southern 
territory, Moon and Lim im- 
mediately were arrested by un- 
smiling South Korean officials 
and charged with violating the 
national security law banning unauthorised 
trips to or contacts with North Korea. 

From Pyongyang to Seoul, the sight of 
their deliberate defiance of territorial parti- 
tion stirred the emotions of all Koreans 
watching the scene on television. Here was 
a couple that represented a new generation 
on the peninsula, a generation free from the 
trauma of the 1950-53 Korean War. Here 
was a couple determined to tear down the 
invisible walls of division first imposed by 
the US and the Soviet Union. 

Somehow this crossing of the border 
exemplified the power and the emotion of 


the movement for tongil or reunification that 
has gripped South Korean campuses and in- 
tellectual circles over the past two years. For 
students and intellectuals, оте has become 
a consuming passion, turning the issue of 
reunification into the wellspring of their 
crusade for more and faster political re- 
forms. 

Lim, for instance, had represented South 
Korea's anti-government student organisa- 
tion, Chondaehyop, in Pyongyang a few 
weeks before she crossed the border. She 
marched into a mammoth stadium in 
Pyongyang where North Korea's Interna- 
tional Youth Festival was held and shouted 
at the top of her voice, "Korea is one." 


Both governments on the ula 


have long made a fetish of tongil, using it in 
often contradictory ways, but always to en- 
hance each state's power. Since the found- 
ing of the Democratic People's Republic of 
Korea in 1948, President Kim Il Sung has im- 





Moon and Lim answer the call of tongil. 


posed a Stalinist, totalitarian regime in the 
name of tongil and national liberation. And 
in the Republic of Korea, President Roh Tae 
Woo, despite the political changes that 
ushered him into office, still enforces the 
draconian national security law, claiming it 
remains a necessary weapon against subver- 
sion from the North. 

But the recent frisson surrounding tongil, 
especially in the South, has turned the no- 
tion of reunification into the perfect 
panacea, the ultimate solution to all prob- 
lems. For families ripped apart by the divi- 
sion, reunification promises an end to sep- 
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aration. For those raised with the ever-pre- 
sent threat of another war, tongil promises 
peace. 

Perhaps the most capitivating aspect is 
the mystical appeal of tongil; the sentiment 
was best expressed many years ago by the 
late Chang Chun Ha, a leading South Ko 
rean journalist and polemicist: “Nothing 
stands above tongil as our supreme national 
calling. Any kind of tongil should do so long 
as it was freed from qualifiers.” 

Chang was not alone in nurturing this 
passionate, emotional response to reunifica- 
tion. One summer night in 1955, Kim Nak 
Jun, a teacher in a small town, became ob- 
sessed with the idea of reunification and de- 
cided to penetrate the demilitarised zone 
(DMZ). In a daredevil excursion over a heav- 
ily mined area, Kim crossed the Imjin River 
on a rubber mattress, carrying with him his 
private, somewhat Utopian scheme for 
building a unified, independent Korean 

: Youth Community. It was to be 

Е composed of youngsters born 

after 1950, who, in Kim's view, 

would be untainted by the 

ideological passions dividing 
the two Koreas. 

Kim was 24 years old and 
single when he boarded his 
mattress, a journey which cost 
him dearly, he recalled in a re- 
cent interview. North Korean 
guards arrested him as an 
American imperialist spy, 
jailed him for a year, and then 
sent him back through the DMZ. 
On the other side, he received 
another years imprisonment 
for illegally crossing the 
enemy's border, though he 
was absolved of the charges of 
espionage. Now, a generation 
later, Kim is indigent but a hero 
to students and those answering the call of 
tongil. 

Such primordial passion obscures the re- 
ality of confrontation between North and 
South Korea. The Korean War launched by 
Kim Il Sung ravaged the peninsula, killing 
or maiming 3 million people on both sides. 
In South Korea, the rigid anticommunist 
policy has retarded the growth of demo- 
cratic institutions while requiring the pre- 
sence of 43,000 US troops to preserve peace. 
A few days before crossing the border, 
Moon shook a clenched fist at the American 
side, shouting: “Americans, go home and 
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take your nuclear weapons with you 

His rage and fury give expression to the 
frustration of living in a place shaped by the 
competition of superpowers. Only days be- 
fore Japan's surrender, the US hurriedly 
drew a line over the 38th Parallel to staunch 
the avalanche of Soviet troops pouring into 
the peninsula in a belated declaration of war 
against Japan. Historians are finding evi- 
dence that Stalin accepted Korea's partition 
in the hope of later joining the US in the 
post-war administration of Japan. 

Average Koreans explode at the sugges- 
tion that their fate is similar to that of East 
and West Germany — Germany was never 
unified until the 19th century, and its cur- 
rent division resulted from a war it had pro- 
voked. Korea had been unified for more 
than 1,000 years with common ancestry, 
language, culture and traditions. Korea was 
split against its will by superpowers waging 
a Cold War. 


the West cross the border for visits 

every year. Relations also have 

warmed between China and the 
Nationalists on Taiwan — over the past two 
years, at least 600,000 Taiwan residents have 
visited the mainland for family reunions as 
well as trade. 

In Korea, the wounds of division con- 
tinue — nothing crosses the DMZ, not vis- 
itors, not telephone calls, not even letters. 
"Our name is division, and this soiled name, 
like an immovable destiny, oppresses all of 
us," Kim Chi Ha, the South Korean poet, 
has written. 

After two decades of struggling for a 
freer kind of society in South Korea, it is 
probably no coincidence that students and 
intellectuals are taking up the cry of tongil. 
They say they are beginning to realise that 
without attacking the roots of division — 
ideological commitments and superpower 
alignments — their fight for a reunified, in- 
dependent and democratic Korea will be in- 
complete. For them, one of the their first 
targets is the national security law. 

That law has long been the South Korean 
Government's major weapon to battle the 
rising waves of student demands for politi- 
cal pluralism and diversity. Under the law, 
no one can advocate communism or the 
communist party in the South; no private in- 
dividual can communicate with or visit 
North Korea; no political party can seriously 
challenge the authoritarian government 
structure without the risk of being seen as 
aiding the cause of North Korea under Kim 
Il Sung. This law has turned tongil, for years 
taboo, into a potent political issue. 

Radical students and dissidents are unit- 
ed only in their opposition to the national 
security law, for they have no common, via- 
ble proposal for reunification. In their 
idealism and emotional approach, activists 
like Lim tend towards a romanticised assess- 
ment of what should and can be done. Once 


I: Germany, 3-4 million people from 
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US troops are withdrawn and political re- 
strictions lifted, they argue, the road- 
blocks to a North-South détente would dis- 
appear. 

According to Im Jong Sok and Chon 
Mun Hwan, the two leading spokesmen for 
the Chondaehyop movement, tongil should be 
achieved under the principles of jaju (free 
from outside interferences by superpowers), 
pyonghwa (through peaceful means) and 
minjok (in the spirit of compatriotism). They 
advocate a kind of unified confederal repub- 
lic under which each side retains its own 
sociopolitical and economic systems, mean- 
ing capitalism and a parliamentary form of 





Our name is division, and this 
soiled name, like an immovable 
destiny, oppresses all of us. 





government in the South, and socialism and 
communist party rule in the North. To help 
the transition, they want the current armis- 
tice agreement replaced by a peace treaty 
and a non-aggression pact. The students op- 
pose the US or Soviet Union recognising 
both Pyongyang and Seoul on the grounds 
it perpetuates the division. 

Nationalistic intellectuals and Christians 
like Rev. Moon Ik Hwan, a 71-year-old Pre- 
sbyterian minister now on trial for undertak- 
ing a mission to North Korea in March, also 
advocate this impossible formula of mutual 
accommodation and integration. 
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These are quixotic views when placed 
against the reality of bristling military con- 
frontation sustained by half a million armed 
forces on each side. Despite the on-and-off 
meetings between the two sides, Seoul and 
Pyongyang remain wide apart even on what 
to discuss. Kim insists on holding high level 
political-military talks to reduce armed 
forces on each side to the 100,000-level from 
six or seven times that size now. Roh takes a 
gradual approach, asking for exchange of 
mail, people and trade before moving to 
more serious topics. 

At the heart of their dispute lies the ques- 
tion of US troops. Kim demands their im- 
mediate withdrawal. And it is on this vital 
issue that students like Lim and other djssi- 
dents agree emphatically with Kim, but face 
strong disagreement from most South Ko- 
reans, especially from the new middle class 
tasting the fruits of post-war prosperity. 

The national security law, with its penal- 
ties of seven years in prison for praising the 
North and death for espionage, was sup- 
posed to become a relic of the past. That was 
what many South Koreans thought after 
Roh's declaration of 7 July 1988, formally 
ending the policy of hostility. North Korea, 
he said, was no longer an adversary but a 
partner for peace. He would henceforth en- 
courage students, businessmen, journalists 
to visit the North. 

Limited trade was permitted. Roh al- 
lowed leading business tycoon Chung Ju 
Yung to visit his birthplace north of the DMZ 
early this year. Moon Ik Hwan went, and so 
did South Koreans living overseas. Even 
Roh seemed anxious to join in by saying he 
was looking forward to a not-so-distant 
summit conference with Kim. 


hen came the crackdown. Moon Ik 
Hwan, Moon Kyu Hyon and Lim 
Su Kyong have been imprisoned 
under the national security law. 
Hwang Sok Yong, a dissident writer, has 
fled to West Germany to avoid arrest. A 
journalist was detained even before he left 
— for planning an interview with Kim 
through a Japanese friend in Tokyo. Lee 
Young Hi, a noted editorial writer for the 
radical Hankyoreh Shinmun (One Nation 
Daily), has been charged with the conspi- 
racy to enter “enemy territory” and seeking 
a contact with its “ringleader,” President 
Kim Il Sung. 

This selective prosecution has sparked 
an outcry that the government is, once 
again, using the issue of reunification to 
crack down on dissent and abusing the na- 
tional security law as a tool of repression. 
The reaction has been particularly forceful 
from the South Korean Christian churches, 
whose activists have long distinguished 
themselves, once for being at the forefront of 
the anti-Japanese independence movement 
and more recently, in the fight for human 
rights and democracy. 

“It is only logical that the Christian 
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performance. Ours in Asia (as demonstrated 
by some of the transactions we completed in 
the first six months of 1989) emanates from a 
unique set of capabilities. Capabilities that 
continue to set Chase apart in the world of 
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Through sheer size and strength, Chase i 
a formidable player in the world's financial 
markets. A Total Capital Base of USS11.3 
billion and a fully integrated global network 
gives us the kind of financial muscle and 
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the-ground capabilities that very few banks 
able to rival. 

Then of course there are the Chase 
ple. People with the expertise, the 
yurces and the industry knowledge that is 
damental to creating and delivering 
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effective financial solutions. 
In a constantly changing world, we're 
able to provide financial advice to our clients 
based on a global market, not just a local 
market appreciation. 
That means global financial solutions. 














human rights to the roots of dictatorship,” 





Hankook Theological Seminary, a hotbed of 


. anew generation of radical clergy. The root, 


cises. “What has the government got to be 

so afraid of?” Park asks. 

> Many lay Christians concede that Rev. 
== Moon Kyu Hyon's inflammatory speech 


| against the US at Panmunjom has cast 


strong doubts on the involvement of radical 


| students and clergy in the reunification 
|o. movement. Average Christians find Moon's 


and Lim's anti-American rhetoric emotional 
and naive, and their failure to condemn Kim 


|. I Sung's totalitarian control is considered 
| . suspicious and objectionable. 


But conservative or moderate church fig- 
ures and their followers still are opposed to 
the arrest and jailing of radical priests and 
students. Speaking recently to a group of 
students, Roman Catholic Cardinal Stephen 
Souhwan Kim said that "sloganeering 
does not bring reunification,” but com- 
mented nonetheless that authorities should 





says Park Jong Wha, a sociology professorat рше.“ ! 





niently with people “whose intentions are 

This leaves Roh with the nasty choice of 
sending more people to prison on national 
security grounds or breaking off talks with 
Pyongyang. As a way out of this dilemma, 
church moderates suggest that the govern- 
ment continues to hold official negotiations 
with the North while liberalising contacts at 
the private level. Public expectations for 
some sort of a breakthrough in the North- 
South détente have grown too large to 
ignore. 


oderates say the government 
must give up its monopoly on 
setting reunification policy and 

l its manipulation for domestic 
political purposes. Prof. Park puts it this 








way: “If government says reunification is 


too serious for students to meddle with, we 
Say it is too serious a matter for only the gov- 
ernment to decide.” 

Not without reason, the government 
Says sensitive talks with the North require 
secrecy, as well as some unity in public opin- 
ion, since the South is dealing with a coun- 
try that offers no freedom of expression. 





PHILIPPINES 


d Experts launch a new assault on malaria 
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By Jon Miller in Manila 


m TT taa i rrr rar Sr ra hy атаа e mm rn! 


totis mid-morning and already the Rizal 


© . «Outside are two dilapidated yellow 
^^ Jeeps, donated by the US Agency for Inter- 
national Development (USAID) in 1967. By 
the door, Yolanda Nicolas holds her 18-year- 
old daughter Marisa, who is shaking with 
chills and vomiting. 

Nicolas and her daughter live in the rug- 
ged hills of Antipolo, less than 20 km east of 
Manila. It is the sort.of place where malaria 
thrives. Marisa is another victim of the di- 
sease once thought by health experts and 
development workers to be on its way out. 

About half the world's population — 2.7 
billion people — lives in malaria-infected 
areas. Roughly half a billion actually suffer 
from the disease, and more than 2.3 million, 
mostly young children and pregnant wo- 
men, die from it each year. While Africa 
is hardest hit, researchers estimate that 169 
million Asians had malaria in 1986. 

In the past 15 years, since a massive 
global eradication effort by the World Health 
< Organisation (WHO) ran aground in a sea of 
. political, administrative and technical dif- 
- ficulties, there has been very little sustained 








progress in the struggle against malaria. In- 
deed, the most significant development has 
been the increased resistance of malaria-car- 
rying mosquitoes to pesticides. And along 
with the mosquitoes' resistance, there also 
has been increased resistance of the parasite 
to drugs, says Celestino Y. Asinas of the 
Philippine Department of Health's Malaria 
Control Service (MCS). 

Although drug and pesticide resistance 
has made the task more difficult, there are 
indications that the Philippines is now in a 
position to make some headway against one 
of its most intractable public health prob- 
lems. The government has appropriated 
significantly more money (from US$147,000 
for insecticides in 1986 to U5$1.13 million in 
1989) with which to fight it. And Japan is ex- 
pected to give a five-year, US$10 million 
grant as well. After years of failure, the 
Philippines hopes to stop the spread of the 
disease by 1994, 

In 1973, after the WHO putsch stall- 
ed, USAID withdrew its support for the 
country’s malaria programme. Manila de- 
cided to concentrate its scarce resources 
on finding infected people and treating 
them with drugs. As a result, malaria 
came roaring back, with infection rates 
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those who criticise Roh for not tolerating c 


versity, one of the consequences of an ope: 
democratic society. и 

Leaving aside the governments, the tw 
parts of Korea are beginning to talk to eac 
other at least through the church. At a mee 
ing arranged by the World Council : 
Churches at Glion, Switzerland last Noven 
ber, Christians from North and Sout 
agreed on a common prayer text to be o 
fered on the Sunday preceding the 15 Ai 
gust anniversary of division at church se 
vices dedicated to reunification. 

These small signs of contact are likely t 
grow, spurred on by a growing number « 
young Christians in the South who did nc 
fight in the last war. Forty per cent of Sout 
Korea's population was born after the war. 

With the fading memory of war, peop! 
like Lim and Moon Kyu Hyon are ready t 
wage another long campaign against the ni 
tional security law, which they regard as 
lingering sign of the past era of repressior 
"The fight against the national security lax 
is an extension of our struggle for democrat 
sation," says Park Kye Dong, a spokesma: 
for an organisation of anti-governmer 
Workers, farmers and intellectuals. І 





more than tripling between 1975 and 1984 

It was only with the change in govern 
ment in 1986 that the MCS shifted its em 
phasis to spraying homes with DDT. (Whil 
the pesticide poses a serious environmenta 
risk when used in agriculture, WHO still rec 
ommends it for use in indoor spraying to kil 
disease-carrying insects. Since indoo 
spraying itself cannot eliminate the mos 
quitoes, those who still get the disease are 
in theory at least, diagnosed and treatec 
with the appropriate drugs. 

Yet even with this relatively simple regi 
men, officials admit that policy set in Manil: 
is not always translated into effective health 
care in the field. While the incidence of 
malaria seems to have levelled off in the past 
two years, it is still a problem in 72 of the 
country's 75 provinces. 

Still, malariologists and health officials 
speak wistfully of a vaccine — a one-shot 
solution to the whole malaria mess. Yet after 
promising results two years ago, research 
into a vaccine has faltered; the parasite is just 
too well adapted to its human host. 

Research into a variety of less dramatic 
measures continues, albeit slowly, and 
policymakers are leaning towards a preven- 
tative approach: repellent soap, herbal 
medicines and treated mosquito nets and 
genetically engineered bacteria that can kill 
mosquito larvae in the water. With money 
beginning to trickle back into malaria pre- 
vention, there will be new drugs, new 
insecticides and new ways to keep mos- 
quitoes away from susceptible people. And, 
undoubtedly, there will be new forms of re- 
sistance. Qo vaso п 





HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 





of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. ; 
We made this watch for x 
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you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe ~ 
because it's for a lifetime. 





Service Centre: FAIRFIELD ENTERPRISES LTD. Room 809, Wing On Plaza. Mody Road. 
Tsimshatsui East, Kowloon. Authorized Retailers: HONG KONG, BASEL WATCH CO, LTD, 
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The green, green Grass... 


Show Your Tongue by Günter Grass. 


Translated by John E. Woods. Harcourt Brace 
Jovanovich, San Diego. US$34.95. 


They can’t leave Calcutta alone. Those 
who cater to Western liberal sensitivities 
seem drawn to the city as irresistibly as flies 
to garbage, to use a simile in keeping with a 
place that has become a synonym for un- 
mitigated squalor and misery. 

Geoffrey Moorhouse opened the flood- 
gates 20 years ago with his “definitive” book 
on Kipling’s “city of dreadful night” revi- 
sited after the Raj. At about the same time, 
Malcolm Muggeridge discovered God and 
Mother Teresa, in roughly that order. Then 
came Dominique Lapierre’s best-selling 
novel of the horrifying city of a joy that pass- 
eth understanding. Calcutta had become a 
vicarious purgatory for a consumer society 
suffering the pangs of over-indulgence and 
a queasy conscience. Accentuated in the rapt 
gaze of voyeurism, the appalling degrada- 
tion of the city provokes a catharsis made all 
the more voluptuous by an accompanying 
frisson of not unpleasureable alarm: 
there but for the grace of GNP go we. 

As Calcutta approached its ter- 
centenary, which officially began in 
August, the pronouncements on the 
city grew more dire. Going one better 
than Prime Minister Rajiv Gandhi 
who had diagnosed that the met- 
ropolis was dying, V. S. Naipaul 
proclaimed that it was already dead. 
With necrophilic fascination, an 
award-winning British journalist 
writing for the Sunday Times of Lon- 
don described the festering limbs of 
human derelicts being bandaged by 
the “soft hands” of two New York 
models who had taken a sabbatical 
from their careers to work as tempo- 
rary helpers at Mother Teresa’s home 
for dying destitutes in Calcutta. Has 
the designer hair shirt of radical chic 
become a cloak for a pornography of 
poverty, the ultimate thrill for the 
thrill surfeited? 

Even his harshest critics would draw the 
line at branding Giinter Grass a porno- 
grapher. But in his polemic on Calcutta, 
post-war Germany’s most prominent writ- 
er-activist has come dangerously close to 
what could be termed coffee-table coprol- 
ору: a visceral outpouring that for all its 
righteous bile takes pains to present itself in 
a glossy format marked by unexceptionable 
values, in terms of production if not ideol- 


ogy. 

During his first visit to the city in the mid- 
1970s, Grass rounded on a group of Calcutta 
literati who had invited him for a poetry 


reading session and asked how they could 
compose lyric verses in a city that should in- 
spire only rage, not rhetoric. Eleven years 
later, Grass returns to Calcutta, this time 
with his wife Ute, to stay in the city for six 
months during which he will keep a diary of 
his impressions, sketch and, yes, write 
poetry, though not of the lyric variety. 

Flying from one of the richest countries 
in the world, he seeks an anodyne — to 
"Germany and Germany . . . two deadly 
foes [who] grow ever more alike . . . insights 
achieved from too close up . . . my own 
perplexity . . . the razor-elbowed games of 
self-realisation" — in a city that provokes the 
injunction to “Show your tongue,” a Bengali 
expression of shame, derived from the 
legend of the sickle-wielding, 10-armed 
Hindu goddess of destruction Kali, who “in 
frenzy, shows her tongue when . . . she is 
made aware that she is preparing to go for 
the throat of her divine spouse Siva.” 

Kali becomes a symbol of the collective 
responsibility of shame and impending 
apocalypse that hovers over Calcutta like the 





stench of its own putrefaction. Moorhouse 
prophesied that the coming cataclysm 
would be heralded by a crescendo of 
rickshaw-pullers’ bells rising in unison; 
Grass foresees the end in the murderous 
slash of Kali’s sickle. Kali haunts the 
shadows: the green coconuts with which 
the city’s streets are heaped evoke images of 
Kali’s necklace of human skulls, which in 
turn reflects news photos of the heads of 
landlords decapitated by terrorists of va- 
rious persuasions, “as if under the sign of 
Kali they are practising for the ultimate revo- 
lution.” 

For Grass, Kali’s antithesis is Subhas 
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Chandra Bose, the “Indian Führer" and Hit 
lers would-be ally whose “legend has re 
mained the stuff of Bengali dreams," muct 
to the German writer's understandable 
though misplaced dudgeon. Caught be 
tween a divine destroyer and a dictator whc 
refuses to stay dead, encumbered with : 
stoically suffering wife who seeks solace ir 
the 19th-century Prussian novelist Theodo: 
Fontane, Grass establishes operational base 
in a modest house in a middle-class suburt 
and comes to grips with life as it is lived anc 
died in this gethsemane, where "nothing 
grows again, except children" and yet more 
children, taking upon his burly shoulder: 
the hand-me-down cross of atonement tha! 
is the neo-white man's burden. 

Grass travels by jam-packed commute 
train where sweat mingles with sweat in : 
random anointment of mutual absolution, 
trudges pavements slick with "betel-juice 
snot,” stepping over sleeping pavement 
dwellers “lying athwart in rows hemming 
the asphalt . . . real as photographs"; cham- 
pions the cause of a Bangladeshi poet, exiled 
10 years ago for a single poem; broods over 
the half-charred corpses of those unable tc 
afford a proper pyre at the cremation ghats 
beside the river "to which everything is 
added: excrement, petals, chemicals, the 
bathers' fragile nakedness." 

He pays a token visit to Writers’ 
Building, seat of government and 
"parasites" palace . . . continuing tc 
live off advance payments of hope"; 
joins an amateur theatre group re- 
hearsing his play, The Plebeians Re- 
hearse the Uprising; explores Dhapa's 
"Garbage Mountains" over which 
human scavengers swarm, salvaging 
a living from that deemed to be 
beyond salvage. 

The teeming images in words and 
sketches spare no sight or smell: "A 
naked woman of indeterminable age 
propped against a wall . . . Pure neg- 
ligence, that she's still alive"; “a dog 
trying to wolf down an unborn lamb 
or kid. The foetus is shiny, smooth 
. . . the dog has trouble biting into it"; 
"an open passageway: for shitting, 
pissing." Grass encounters excre- 
ment everywhere. Excreta becomes a 
satanic sacrament, the cloaca that is 
the other side of capitalist consumption. 

Finally, it is time to leave. "If we ever 
come back here, we'll take Fontane with us 
again . . ." Why not? Despite the annual ad- 
vent of the festival in her honour, Kali has 
remained quiescent. The spectre of Chandra 
Bose still lurks in the wings. Calcutta will 
survive despite all, its apologists no less than 
its detractors. Both will be doubly active dur- 
ing its tercentenary, with Grass' book add- 
ing fuel to the fire, largely for the wrong 
reasons. But the city will endure that, as it 
has endured so much — including being 
made the penance for the guilt of others. 

B Jug Suraiya 
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Results —Swire Pacific Limited's profit before extraordinary items for the first half of 1989 was HK$13159 million compared with 
HK$1,361.9 million in the equivalent period in 1988, representing a decrease of 3.4%. No extraordinary items were recorded 
(1988: HK$3859 million). The unaudited consolidated results for the six months ended 30th June 1989 were: 
i Six months ended Year ended 
30th June 
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Turnover —— m MN | | 13,400.9 р 11,642.0 25,107.6 
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Net finance charges | HT _ 416.0 1 9946 
Net operating profit - | | 2,189.8 a A 
Share of profits less losses of associated companies . 201.6 
Profit before taxation 7 2,391.4 
Taxation | _ 324.4 
Profit after taxation | . 2,067.0 
Minority interests 751.1 
Profit before extraordinary items 1,315.9 
Extraordinary items — — — 
Profit attributable to shareholders 1,315.9 
Dividends | | | 

Retained profit 950.8 





Earnings per shares E 10 MM! 
'A shares 82.9© De coros 
‘B’ shares | 16.66 IE 38.0€ 





Earnings per share are calculated by reference to the profit before extraordinary items in each period and the weighted average number of 
shares in issue in those periods... Ue | | 





Interim dividends The directors of Swire Pacific Limited have today declared interim dividends for 1989 of 230€ per A share апа 4.6¢ 
per 'B' share. | И | | 
1989 NE 1988 


interim Interim Final Total 








Dividends per share: | | 
‘A’ shares ro . 23.06 23.0€ 53.0€ 76.0€ 
*B' shares 4.6€ 4.6€ 10.6€ 15.2€ 

















The interim dividends are payable on 11th October 1989 to shareholders registered at the close of business on 6th October 1989; the 
share registers will be closed from 25th September 1989 to 6th October 1989, both dates inclusive. 

Prospects The Group has been experiencing increases in operating costs, in particular staff costs, which is placing some pressure on 
profit margins. This is particularly the case in Cathay Pacific Airways where, additionally, delayed deliveries of new aircraft, together with 
possible adverse currency movements and other factors, could result in any improvement over the 1988 levels of profitability being modest. 
Recent events in China have had an effect on certain sectors of the economy but the results for each division of the Swire Pacific Group 
for the second half of 1989 are expected to show improvements over those of the first half-year. Given in particular that the effect of the 
significant transition of the property division, from reliance on property trading to income from investment properties, will not be fully 
achieved until after 1990, prospects for the Group overall for the whole of 1989 are satisfactory. ! expect that dividends for the full year will 
be at least at the levels of those for 1988. 


D.A. Gledhill 
Chairman |. 
Hong Kong, 25th August 1989 
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HOTELS 
MERIDIEN 














Over 50 hotels on 5 continents. 


Nina Ricci designs the uniforms. 
Hermès supplies the bathroom 
amenities. Christofle silverware and 
Limoges china are found on our 
tables. Famous French chefs create 
our superb restaurant menus. The 
concierge is a source of all 
information and the latest 
technology supports the business 
traveller. New York, Bangkok, 


the Seychelles. Phuket and over 50 
other cities and resorts worldwide 
provide some stunning locations. A 
world of hospitality beckons and 

the service is courtesy of Meridien. 


Le 
MERIDIEN 


TRAVEL COMPANION OF AIR FRANCE 


For reservations, contact any Meridien hotel or Air France office, 
your travel agent or Meridien Reservations International at Hong Kong 852.3.66.99.96; 
singapore 65.733.28.78; Tokyo 0120.475.777 or Sydney 008.221.307 
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planet, it's the only 
one we have? 


A personal message 
from HRH The Duke of Edinburgh, 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they're only the tip of an 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever- 
growing human population. 

This hammering is cumulative. 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


Alllife on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life. 
support system, and if we damage 
any part of it we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature - and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, it is the only one we have. 


Write for further information to 
WWE International, CH-1196 
Gland, Switzerland. 


World Wide Fund For Nature 











BOOKS 






Hongkong’s peculiar history and ironic 
fate are bound to become the subject of a 
growing number of books following the 
bloodshed and political turmoil in Peking. 

Felix Patrikeeff was fortunate to have 
completed his book early enough to be 
among the first to take advantage of increas- 
ing interest in Hongkong. He and sub- 
sequent authors will undoubtedly face ac- 
cusations of opportunism. But his book, and 
any other, should be judged by the benefit it 

brings to its readers, not its author. 
On this score, Mouldering Pearl earns a 
“Pass.” Raised from infancy in the colony, 
Patrikeeff demonstrates a good understand- 
ing of the place, and a deep sympathy for its 
people. Even though he has since left Hong- 
- kong for England, his knowledge of Can- 
- tonese, and plentiful personal contacts at all 
levels of society, give him a great advantage 

over others writing from outside Hong- 

Combined with Patrikeeff's training as 

an historian, this knowledge leads him to 
many fascinating interpretations and per- 
_ spectives. Some are downright controversial 





— in particular his suggestion that the be- 
ginning and the outcome of the Sino-British 
negotiations were most strongly influenced 
by Britain's wish to be rid of Hongkong, and 
by Margaret Thatcher's personal antipathy 
to the place. 

Also, as a Russian who as a child was car- 
ried by his mother to Hongkong via China, 
Patrikeeff gives special attention to ethnic 
minorities that are often neglected in books 
on Hongkong. And the fact that he is 
neither British nor Chinese seems to bring 
him more confidences from both groups 
than either might impart to a member of the 
other. 

But Patrikeeff does stumble occasionally. 
His general comments on uneasy race rela- 
tions in the territory are insightful. But 
in offering as an example the reactions 
to the Braemer Hill murders (one of the 
few instances of interracial violence), he 
offers only the expatriate view and entirely 
passes over the highly complex Chinese re- 
sponse. 

In general he tends towards exces- 


` sive caution when writing about Chinese. 


In his individual portraits, for example, 
those of Lord Kadoorie and Hari Harilela 
are lively and deliciously unflattering. 
But his every mention of Li Ka-shing 





butterfly as parasite 







nm tah pangna miannan 


hilippines by Katherine Ellison. McGraw- 
Till, New York. US$17.95. 


` ` Inthe bottom right-hand drawer of every 


— M — E 





lliournalist's desk there is said to be a partially 
inconceived, sketchy outline for a book. Most 
dof us have the good sense to leave the idea - 





„right there. But for award-winning reporter 
“Katherine Ellison, the urge apparently prov- 
too difficult to resist. 

. The result is a 255-page profile of Imelda 
BiRomualdez Marcos, a mildly intelligent but 
cunningly shrewd ex-beauty queen who 
routinely wore bullet-proof bras and dia- 
immond encrusted disco shoes. 

Together with her husband, the two took 
power in the Philippines in 1965 and spent 
the next 20 years systematically looting it; as 
direct result of their greed, and that of their 
amily and friends, the Philippines is today 
onsiderably poorer than it might have 
een. When the Marcoses took power, 28% 
of the population lived below the poverty 
ine; by 1983 a sad seven out of 10 Filipinos 
lived in poverty and the national debt had 
soared fronFUS$600 million to US$23 billion. 
























If Imelda Marcos had been content to 
remain living near her birthplace, the rural 


island of Leyte, she probably would stil 


have done reasonably well for herself. With 


. her striking beauty and sweet voice she no 


doubt would have married the son of some 
local worthy and have raised the brood of 11 
children she had wished for. At worst, 
^Meldy" would have evolved into nothing 
more sinister than an overweight, over- 
bearing provincial snob, cattily complaining 
to the servants and looking down her nose 
at less affluent neighbours. 

Instead she married a cagey politician 
from the country's far north who required 
an attractive southern wife to balance his 
presidential ticket; in the process her name 
has become synonymous with insatiable 
greed, nauseating vanity and dangerous 
vindictiveness. 

Imelda’s life is carefully compiled here 
— from her first rigged beauty queen 
contest and the global million-dollar 
shopping sprees to the antics of her 
freeloading Western friends such as George 
Hamilton, Christina Ford, Van Cliburn 
and Gina Lollobrigida ("who came for 
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hovers uncomfortably close to hagiography. 
An unintentionally hilarious example is- 
his description of the visit by Deng Xiao- 
ping’s son Pufang to the territory a few years 
ago. The event comes across as a sort of 
modern epiphany, rather than what sub- 
sequent events have shown it to be — a 
golden opportunity to lighten the wallets of 
local sycophants. 

The book's other failing is in Patrikeeff's 


assessment of current events. Political ac- >: 


tivists should spare themselves an inevitable — 
burst of high blood pressure by skipping the — 
last chapter. For here Patrikeeff describes 
the Hongkong Government's 1984 pro- 
posals on future political reforms as "radi- 
cal" and takes to task those tiresome 


nigglers who "encourage the spread of a D 
siege mentality” by insisting that Hong- — - 


kong/s future constitution, the Basic Law, 
adhere to the terms of the Sino-British Joint. 
Declaration. p 


Small but significant errors in the last E 
chapter call into serious question Patrikeeffs — 


right to utter his various judgments. But 
when combined with the knowledge dis- 
played elsewhere, these final lapses gain an 
unearned credibility for those who know no: 
better. 

Finally, there is the book's title. Can a 
pearl really moulder? And can Hongkong 
be described with such a term of natural 
decay and neglect? There is nothing very 


natural about Нопркопр/ѕ beginning or its E 


end. Patrikeeff himself should know better. — 
WAnnYim . 


a week and stayed for nearly a year"). 

The cash-stuffed packets and candy-bar — 
bribes handed over on the campaign trail іо 
her "little people" are recorded, as is her > 
intense hatred of Benigno Aquino and her | 
possible involvement in his murder. For ће — 
average American reader Steel Butterfly will 
remind them just where much of their aid 
money went, but the well-informed Asian 
observer will find little new here. 


Despite the book's soap-opera subject .- 


matter, author Ellison is no light-weight - 
gossip columnist. A seasoned political 
reporter, she shared a 1986 Pulitzer Prize 
with two San Jose Mercury News colleagues 
for their exposure of the Marcos property 
holdings in the US. Many personal histories 
suffer from biographers who are not up to 
their task. This one suffers the curse in 
reverse: Ellison seems too talented and too 
professional to have wasted 18 months 
producing what is, essentially, a bimbo bio. 
Her ability to capture concisely and 
accurately the Byzantine nature of Philip- 
pine politics, where even church leaders are - 
major players, is excellent — and rare for a 
Western reporter not resident in the coun- 
try. One only wishes she had gone after big- — 
ger fish than the woman that Rolling Stone — 
magazine considered “as crazy asa rat ina > 
coffee can." u Steven Knipp . 
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BANKING 


Mitsut—Tawyo Kobe bank merger the first of many in Japan 


Survival of the fattest 


By Nigel Holloway in Tokyo 


apan’s largest-ever merger to create 

the world’s second-biggest bank her- 

alds sweeping changes in the coun- 

try's financial industry. The number 
of banks will fall and the level of competition 
will rise as deregulation begins to bite. Yet 
the marriage of Mitsui and Taiyo Kobe 
banks, announced on 29 August, is unlikely 
to unleash an orgy of mergers among the 
banks, still less a takeover war. Instead, Ja- 
panese-style bank consolidation will come 
in stages spread over perhaps a decade. 

At the moment, Japan has 13 national 
commercial banks (called city banks), seven 
trust banks, three long-term credit banks, 64 
regional banks, not to mention 68 sogo (or 
mutual) banks and 966 credit associations of 
various kinds. That may not seem so many 
when compared with the US, which has 
fewer assets than Japan but more than 
14,000 banks. But it is a lot more than West 
Germany, France or Britain. 

No more than four banks occupy the 
commanding heights of these European 
countries. In Japan, there used to be 
the "big five" (Dai-Ichi Kangyo, 
Sumitomo, Fuji, Mitsubishi and 
Sanwa), and soon there will be a sixth 
following the Mitsui-Taiyo Kobe 
merger. The remaining six city banks 
are a wide assortment of institutions, 
none of which can truly claim to have 
a national network of branches (in- 
deed, Dai-Ichi Kangyo is the only 
bank with a branch in every prefec- 
ture). 

The Ministry of Finance (MOF) 
is most enthusiastic about bank 
consolidation. It had this partly 
in mind when it allowed sogos to 
convert to regional bank status from 
February 1989, though there have 
been no mergers among them yet. 
From the ministrys perspective, 
the fewer banks to be supervised the 
better. To the MOF, the best way to guard 
against the inevitably greater risks aris- 
ing from freer interest rates is to have 
big, strong banks with plenty of cap- 
ital. 


Japan's largest banks may look herculean 
up against their competitors overseas, but 
this is not the way Tokyo's financial officials 
see it — nor do the domestic banks, for that 
matter. Until the first oil crisis in 1973, they 
were indisputably the top dogs in Japan, 


because capital was scarce and companies 
had few other places to go to raise finance. 
But after that, firms lost their appetite for 
capital and when they became hungry again 
by the late 1970s, they found cheaper, better 
sources for cash in the Tokyo stockmarket 
and the Euromarkets. 

Banking has been only marginally profit- 
able since the oil shock because of insuffi- 
cient loan demand to absorb excess domes- 
tic liquidity. Their annual return on assets of 
0.2-0.3% is among the lowest in the de- 
veloped world. But the banks were pro- 
tected by their pre-eminent role and by the 
fact that interest rates were heavily regu- 
lated. 

Liberalisation of rates is now almost com- 
plete. By next year the minimum amount 
needed to purchase a money market certifi- 
cate will be cut to ¥1 million (US$6,900) and 
already two-thirds of the city banks' de- 
posits pay freely floating rates. 

Interest rates may have been deregu- 
lated, but banks are still prevented from en- 
tering more lucrative fields such as securities 
underwriting. So banks have had little 





ee 


Mitsui’s headquarters: now it’s the ‘big six’. 


choice but to increase their assets rapidly. 
Even this avenue has been narrowed by the 
need to obey new international rules that 
stipulate banks must maintain capital of at 
least 8% of risk-weighted assets. 

Bank restructuring is only starting now 
because the day of reckoning was delayed. 
The negative impact of interest-rate liberali- 
sation was softened because market rates 
declined steadily from 1980. But banks’ 
funding costs have grown increasingly sen- 
sitive to market rates, which have risen over 
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the past 18 months. For Dai-Ichi Kangy: 
the average cost of funds in fiscal 1988 ( 
March, 1989) jumped to 6.53% from 5.32' 
the year before. Operating profits for the ci! 
banks as a group fell by 3.195 in fiscal 1988. 

As long as the economy continues | 
grow rapidly, interest rates are unlikely ! 
fall and banks' profit margins will t 
squeezed even more tightly. A new strateg 
is urgently needed. Banks can either step u 
their loans to individuals and small bus 
nesses, or rely more heavily on fees fror 
services like mergers-and-acquisitions ac 
vice and corporate finance. The long-terr 
credit banks have opted for the latter and th 
regional banks for the former. 


nly the top five city banks were bi 

enough to conduct both retail anı 

investment banking and now Мі! 

sui Taiyo Kobe Bank has throw: 
its hat into the ring. As the president of th 
new institution, Kenichi Suematsu, says, hi 
aim is to create a "universal bank." 

The immediate effect of the merger i 
twofold. It will intensely irritate four of th 
top city banks which have been lear 
frogged in the asset league table 
They will compete more fiercely tha 
ever for deposits and loans. The Ban 
of Japan (the central bank) has aske 
them not to be too aggressive in th 
wake of the merger, but the plea wi 
no doubt fall on deaf ears. 

The second effect will be to mak 
the six smaller city banks (in descend 
ing order of asset size: Tokai, Banl 
of Tokyo, Daiwa, Kyowa, Saitama 
Hokkaido Takushoku) feel eve: 
more uncomfortable. Should they tr 
to emulate their bigger brethren o 
simply try to be a good retail bank, o 
in the case of Bank of Tokyo, an inter 
national one? 

If they are intent on copying the 
big boys, they have no alternative bu 
to merge. None of them seems very suita 
ble, though. Three have a strong presena 
outside Tokyo, not within it. Daiwa has re 
jected the advances of Mitsui already be 
cause it wanted to keep hold of its trust busi- 
ness. The Bank of Tokyo would prefer to re- 
main a specialised international bank. And 
Kyowa is adamant about remaining a retail 
institution. 

In Japan, it will be hard enough to find a 
suitable marriage partner. And then making 


the relationship work will be ordinarily 
14 Ie s 198€ 
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lifficult. Dai-Ichi Kangyo was formed by 
nerging two big banks 16 years ago. It be- 
zame the biggest, but it is also the least com- 
»etitive of the top Japanese banks, because 
he two parts still do not fit together well. 

Taiyo Kobe, itself the product of a 16- 
rear-old merger, has run two separate re- 
search departments (in Tokyo and Kobe) 
'ach of which produces a separate economic 
orecast. 

There are three areas where money can 
»e saved by a merger: people, branches and 
'mputers. The third of these is the easiest 
o achieve. Mitsui and Taiyo Kobe are 
yperating different computer systems at the 
noment, but when they introduce the next 
Feneration, they only need purchase one 
system, thus saving themselves a huge 
imount of money. Equipping a city bank 
vith a new system would cost about ¥100 
Шоп. Overseas branches and treasury op- 
'rations which overlap can be trimmed even 
nore quickly. 

Even if banks stick to retail operations, 
hey may still be forced into the arms of 
inother institution. As conventional cor- 
orate lending dies out, small-scale loans 
ind deposits are going to provide the bread 
ind butter for almost all Japanese banks. 
(his is the area of conventional banking 
vhich will see the most fierce competition 
wer the next few years. And it is the bigger 
yanks which have been able to increase fas- 
est the proportion of their lending to indi- 
‘duals and small businesses. Both Mit- 
ubishi and Sanwa have lifted this ratio from 
1% to 73% in the two years to March 1989, 

The MOF will only allow a bank to expand 
ts network by eight branches every two 
rears. All the banks want to open more 
ranches in Tokyo, which has only 14% of 
apan's branches and accounts for half of all 
oans. This is why institutions with a strong 
Yetwork in Tokyo seem the most tempting 
'andidates for acquisition. These include 
&yowa Bank and a good number of regional 
nstititions like the Bank of Yokohama, 
Гокуо Tomin Bank and Daiichi Sogo Bank. 

At the moment, there is nothing to stop a 
ity bank from acquiring a regional or a sogo 
'ank. Sumitomo did precisely that when it 
icquired Heiwa Sogo, which had got into 
rouble with its property lending in 1986. 
Sut the list of possible suitors could lengthen 
o include the long-term credit banks and 
he trust companies. These are currently 
egregated by laws which may well be 
hanged in the next couple of years. If that 
'appens, the pace of mergers may acceler- 
ite. 

For the next few years, the competition 
or the small depositor and borrower will 
peed the pace of restructuring. In this field, 
ellow banks are not the only players. Credit 
ard companies, life assurers, consumer fi- 
{ance outfits and, of course, the stockbrok- 
rs are all after the same market. That much- 
lespised figure, the Japanese consumer, 
hould be the ultimate beneficiary. * 
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Investment drought hits China’s industrial hub 





By Louise do Rosario 
Ы hanghai, China's biggest industrial 





city, is in economic retreat , with major 

cutbacks in non-state investment, 
commerce, export and foreign investment. 
Economic reform, which has had less of an 
impact in Shanghai than in most parts of 
China, has been reduced to minor tinkering 
as the city falls in behind Peking's new line 
of economic control and stability. 

But Peking will not allow Shanghai's 
economy to grind to a complete halt — it has 
plenty of incentive to keep the city, and its 
citizens, happy. Peking needs a stable econ- 
omy to consolidate its rule on a nation un- 
happy with its recent political suppression, 
and Shanghai forms an important part of it. 
Despite its relative decline in recent years, 
the city still accounts for 7% of China's in- 
dustrial output and pays 10% of its budget 
revenue. 

Renewed preferential treatment of 
Shanghai by the central government, proba- 
bly in the form of more regular supplies of 
centrally allocated scarce resources, may 
give the city some breathing space after 
years of intense competition from neigh- 
bouring provinces. But this is no solution for 
the city’s long-term problems — which stem 
from a fundamental change in the economic 
map of China. Growth used to be concen- 
trated in processing centres like Shanghai, 
but partial price and market reform has 
shifted the focus to areas rich in raw mate- 
rials, such as silk-growing Jiangsu and coal- 
rich Shanxi. 

Shanghai must restructure its capital- 
and energy-intensive industrial base to meet 
the new challenge. There are some signs 
that it is doing this. The textile and metal- 


Collectives set the pace 
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Shanghai demise 


lurgy sectors — two traditional industries 
whose competitiveness has been hit by ris- 
ing raw-material costs — are much less im- 
portant to the city than they used to be. In 
1980, they accounted for 23% and 13% of 
total municipal output respectively; last 
year those levels had shrunk to 15% and 
8%. e 
But renewed aid by central government 
will not help the restructuring process — it 
may make life easier for inefficient factories, 
but there will be less incentive for much- 


On other pages 


Waiting for forgiveness: 62. 
Borrowing boom: 63. Crop of 
worries: 64. 


needed change. Complacency has replaced 
the acute urgency Shanghai felt last year 
when it had to fight to secure supplies of 
coal, metals, cotton, silk and other scarce 
raw materials. 

Shanghai officials are sitting on their 
hands as they wait for guidance by the new 
leadership on specific economic policies. 
Several major reforms, which were close to 
being implemented before the April-June 
political upheaval have been indefinitely 
shelved. Sources say Shanghai was to have 
allowed foreign banks to upgrade their 
representative offices to branches by the end 
of the year; the plan is now postponed. A 
plan to expand the stockmarket by listing six 
new firms has met the same fate. The cour- 
age and imagination to implement the new 
reforms launched early this year, such as the 
transformation of state trading corporations 
into genuine trading agents of producers, 
are no longer to be found in this conserva- 


. tive city. 


Economic growth, which was to have 
been generated by increased productivity 
promoted by reform, now rests heavily on 
the booming rural industries, which account 
for most of the increase in industrial output, 
tax revenue and employment. Meanwhile, 
more Shanghai people are taking a second 
job, typically in a private enterprise. Hence, 
in the city with the largest state sector in 
China, the collective and private sectors 
have become the engine of growth, rescuing 
the population from a sharp fall in living 
standards as the national economy nose- 
dives. 

The state sector continues its decline, 
with a 0.04% drop in output and only 1% 
growth in labour productivity (as measured 
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by the amount of renminbi produced by 
each worker) in the first half of the year. It 
continues to suffer from shortages of raw 
materials, especially coal and textile mate- 
rials. This has pushed up production costs, 
and cut profitability. 

Correspondingly, the amount that state 
enterprises contribute to the city's budget 
has been dropping every year. It is still the 
biggest contributor, but from 1985-87, state 
enterprises contribution dropped from 
Rmb 11.1 billion (US$3 billion) to Rmb 8.4 
billion. The rise in income from booming 
rural industries offsets part of that fall, but 
has not prevented municipal budget rev- 
enues dropping from Rmb 18.16 billion in 
1985 to Rmb 15.3 billion in 1988. Despite 
signing a revenue-sharing system in 1988 
with Peking, the city's budget revenues still 
dropped by 8% last year. 

Shanghai's prospects over the coming 
months are mixed. On the one hand, Pe- 
king's recentralisation of distribution and 
production will assure the state sector a reg- 
ular supply of subsidised raw materials. 
And the city's heavy industries and infras- 
tructural projects may also get more 
favoured treatment as Peking cracks down 
on processing industries elsewhere to shift 
resources to key industries. 

On the other, Peking’s help is not suffi- 
cient for all the 7,000 factories in Shanghai 
now struggling to survive a credit squeeze. 
Since onset of the austerity programme last 
September, Shanghai has suffered more 
than most because its dominant state sector 
lacks the flexibility to change — and because 
supply has always been tighter in Shanghai 





Shanghai tightens its belt 


Municipal budget revenues 
c billion 








'85 '86 '88 '89 
! (Estimate) 
Sources: Wen Hui Bao. Shanghai, and other official estimates 


than elsewhere. With Peking constantly 
watching over its shoulder, Shanghai has 
less opportunity to frustrate the austerity 
programme and maintain rapid growth by 
adopting the fake investment cuts and other 
tricks successfully practised by more remote 
provinces. 

In the first seven months this year, the 
state industrial sector grew by a dismal 
1.1%, and for the first six months the per- 
formance was even more depressing — it 
shrank by 0.04%. Meanwhile, labour pro- 
ductivity in the metallurgy and textile indus- 
tries, the two pillar of Shanghai's economy, 
fell by 10% and 10.5% respectively in the 
first six months. Stocks of coal, the main 
form of fuel, dropped to a dangerously low 
level early this year — a single day for some 
power plants. The upshot was that produc- 
tion capacity lay idle. 
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: taken a beating as consumer demand drop 


Even the usually active retail market ha 


ped. Part of the reason for this is the slow 
down in inflation — the annual rise in the re 
tail price index fell from 29.7% in February t 
16.9% in July. Popular consumer product 
such as TV sets, washing machines and re 
frigerators are now flooding the market, a 
consumers react to the fall in inflation b 
stepping up their saving rate. 

But not all is gloom. Despite everything 
the city still enjoyed a 7.4% growth in overa 
income for the municipality in the first si 
months, thanks to the 42% growth in rur 
industries in the first quarter, continue 
heavy capital investment, and an inflow « 
foreign capital. 


uring the past decade, output fror 

Shanghaiís rural industries ha 

grown by an annual average c 
25.3%, far outstripping the single-digit ir 
dustrial growth in urban Shanghai. Thes 
factories are closely integrated with the mai 
Shanghai industrial economy, often relyin 
on sub-contracting work from urban stat 
and collective units. Last year, 1,492 of th 
larger rural factories were so-called urbar 
rural cooperatives with urban enterprises a 
shareholders, and they accounted for one 
third of the rural industrial output. 

Last year, these rural industries, easil 
the most sophisticated in the country be 
cause of their close links with big state fa 
tories, were responsible for 60% of Shang 
hai's net increase of industrial output. The 
phenomenal growth has boosted гиг; 
budget revenues, which now make u 


Waiting for forgiveness 


Shanghai is worse hit by the slowdown in foreign investment 
than most cities because it needs the foreign money urgently to 
put some life into its deteriorating economy. 

Over the past two years, Shanghai has done well in the 
foreign investment stakes, getting a healthy amount of direct for- 
eign investment, loans and economic bilateral exchanges — in 
marked contrast to the relative torpor of the early 1980s. But 
much of the foreign involvement is now stalled, and so is the 
flow of new investment. 

The most immediate problem is that fewer tourists are coming 
to Shanghai. This has led to a glut in the supply of hotel rooms — 
in mid-August, the Jingan-Hilton, Huating-Sheraton and other 
joint-venture hotels reported occupancy rates of 40-50%. In the 
first half of this year, 400,000 tourists came to Shanghai — many 
fewer are expected in the coming months. The oversupply will be 
even worse when the 18,000 hotel rooms and 3,000 apartments 
built for the resident foreign community and the 1.2-1.3 million 
tourists which were previously expected, come on the market by 
end-1990. 

The temporary freeze of much-needed multi-million soft 
loans for important infrastructural projects is also a big blow. The 
loans were earmarked for projects such as Shanghai's port deve- 
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lopment, a sewage-treatment plant and a 14-km underground 
railway. Although the already-agreed loans will probably be dis- 
bursed eventually, the time lag involved will delay Shanghai's 
urban development by a matter of years, at a time when its public 
utilities badly need overhauling to cope with a growing popula- 
tion. The city's own dwindling budget revenues and rt earn- 
ings cannot fund such big projects by themselves. Some loans, 
like those provided by the World Bank, are particularly impor- 
tant, since they come complete with the Western expertise 
needed to help upgrade hundreds of backward Shanghai fac- 
tories. 

Those foreign investors who have already put money into 
Shanghai are re-evaluating their exposure, and in the meantime, 
their existing joint ventures are slowing down. Although no big 
foreign project has yet been cancelled, the dearth of new foreign 
money represents an incalculable loss at a time when Shanghai is 
geared up for more foreign capital. 

These setbacks are a personal disappointment to mayor and 
party secretary Zhu Rongji who has done more than his pre- 
decessors to improve Shanghai's investment environment. Even 
before arriving in Shanghai, Zhu, a vice-director at the now-dis- 
banded State Economic Commission, was well known as a trou- 
ble-shooter for foreign investors. 

Zhu's dream was to attract US$10-20 billion — five to 10 times 
the present volume — worth of foreign investment over his sche- 
duled five-year term in Shanghai. To this end, Zhu formed the 
Shanghai Foreign Investment Commission when he took up his 
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about 16% of the municipality's total 
budget. Despite Peking's attempt to apply 
the brakes, Shanghai's rural industries are 
expected to grow by 30% this year. 

Investment is also growing. In the first 
six months this year, fixed-asset investment 
of Shanghai's state enterprises grew by 
20.7%, compared with a national average of 
6.4%. Although Peking said it is cutting 
such investment by 20% nationwide this 
year, it is protecting selected key infrastruc- 
tural projects, some of which are in Shang- 
hai. So while most provinces are halting the 
construction of hotels and administration 
buildings and other so-called non-pro- 
ductive investment, Shanghai has been 
able to continue building its underground 
system, expanding its port and airport 
terminal. 

Foreign investment has also been a 
source of growth in recent years. Income 
from tourism rose by an annual average of 
45% from 1985-87, amounting to Rmb 890 
milion in 1987. Tourism also created 
thousands of jobs and stimulated the 
growth of the tertiary sector, which had ex- 
panded from 25% of GDP in 1984 to 29% in 
1987. 

Foreign loans provide a constant flow of 
Koreign exchange needed to buy new 
machinery and other essential imports. 
Latest statistics indicate that Shanghai had 
signed loan agreements worth US$1.38 bil- 
lion at end-1987, making the city one of the 
biggest borrowers in China. Unfortunately, 
this much-needed foreign assistance will 
now be forfeited — the price to pay for re- 
cent political events. Li 
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Financial markets enable enterprises to beat squeeze 





Shanghai's prospects uncertain, but 

the city's various financial markets, 
with the exception of the stockmarket, are in 
full boom. 

Increasing activity in the treasury bond 
and enterprise bond markets — the city's 
biggest and most active capital markets — 
reflects the growing sophistication of the 
local financial system and the efforts of local 
enterprises to beat the credit squeeze by bor- 
rowing directly from the public. Shanghai 
investors are also getting smarter, spreading 
their portfolios among inflation-linked fixed 
bank deposits, treasury bonds, shares, bank 
and enterprise bonds, and other financial in- 
struments now available as a hedge against 
inflation. 

These transactions, however, lack clear 
policy guidance, standardised practices, a 
clear identification of an enterprise's owner- 
ship and professional accounting. All these 
hamper the development of a more efficient 
and diversified secondary market and cast a 
shadow over the next stage of Shanghai's fi- 
nancial reform. 

For the moment, the momentum of 
growth is still strong because there is a lot of 
money in the local economy. Volume on 


C hina's economy may be in retreat and 


Borrowing boom 


Shanghai's two-year-old treasury bond mar- 
ket — the only officially approved second- 
ary bond market — reached a record of Rmb 
283 million in the first half of the year, ex- 
ceeding the Rmb 260 million of the whole of 
1988. 

The five-year Rmb 100-denominated 
treasury bond issued in 1985 has been the 
most popular with institutional and other 
rich individual investors. Due to mature 
soon, the bond is sporting an attractive yield 
of 18.1%. 

It has proved an extremely sensitive 
barometer of political conditions. For exam- 
ple, on 5-8 June, in the immediate aftermath 
of the 4 June Tiananmen massacre, the price 
dropped to a recent record low of Rmb 
116.5-118, with three times more sellers than 
buyers, the Financial News reported. Total 
trading on those four days combined could 
not match that of a normal trading day. With 
the return of calm, the price climbed back to 
Rmb 123.6-125.5 by 15 August. Compared 
with the crash in August 1988 when there 
were widespread bank runs, there was not 
much panic trading, and the market also 
picked up quicker once political uncertain- 
ties cleared up, the daily reported. 

Bank bonds, though not traded publicly, 
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Shanghai post in April 1988. This was a one-stop office to help 
solve foreign investors' problems — normally handled separately 
by a dozen or more offices. As the commission's chairman, he 
shortened the otherwise lengthy approval process to one 
month. 

Zhu and his team's hard work eventually paid off, with 
Shanghai finally catching up with other open cities in attracting 
foreign investment, after lagging behind in the early 1980s. New 
hotels, office and apartment buildings for foreign businessmen 
were quickly changing the Shanghai skyline. More joint ven- 
tures were set up in its two industrial zones of Minhang and 
Hunggiao. 

The success of Zhu's strategy became obvious in 1988. Shang- 
hai approved 219 foreign-funded projects worth US$333 million, 
a 35% increase in value above the 1987 
level. At end-1988, Shanghai had 998 
projects with pledged foreign invest- 
ment of US$2.83 billion, about one-tenth 
of the national total. 

Shanghai was attracting a broad range 
of manufacturing investment, some with 
advanced technology, in contrast to the 
low-end textile and electronics assembly 
operations commonly found in the Pearl 
River delta. Of the top 10 industrial for- 
eign joint ventures selected in a domestic s 
competition, six are in Shanghai: Shang- — 1 





hai Volkswagen Automotive; Shanghai Foxboro Co.; China- 
Schindler Elevator Co.; China-Hewlett Packard Co.; Shanghai 
Shen Si Textile Co., and Shanghai-Ek Chor Motorcycle Co. 

Encouraged by this success, Shanghai had (and still has) am- 
bitions to turn its third industrial zone, the Caohejing Hi-Tech 
Park, into a hi-tech manufacturing base. At end-1988, it had 12 
projects with pledged foreign investment of US$67 million. 

But few foreign investors, especially Americans, who have 
been the biggest investors in Shanghai, will now want to commit 
themselves heavily to a city perceived as politically unstable and 
economically faltering. Although i has not been as seri- 


ously shaken as Peking by the recent political upheaval, it is 
still a part of a China which has been seriously re-rated as far 
as political risk is concerned. 

Shan 


Shanghai's state sector declines { һоре 


Share of output % 


ghai officials quietly express 

that business will be back to normal 

č by the end of the year. They believe 
that big loans, such as West Germany's 
DM 480 million (US$245.2 million) and 
France's Ffr 130 million (US$19.7 million) 
for the underground railway, will be 
granted soon. Because of this optimism, 
Shanghai has not yet offered better in- 
vestment terms to foreign businessmen, 
but it may have to soon if the investment 
environment does not improve. 

= Louise do Rosario 
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Shanghai's stock exchange: bearish market. 


are also popular because they have a short 
maturity (typically one year) and are cur- 
rently offering an interest rate of 2% more 
than the average bank deposit rates. Early 
this year, Rmb 30 million worth of People’s 
Construction Bank bonds were subscribed 
within three days by anxious investors who 
queued overnight outside banks. Many in- 
dividuals, especially rich private merchants, 
bought Rmb 10,000 worth — six to eight 
times the average annual income of a Shang- 
hai worker. 


^ large informal credit market has also 
P. prospered às numerous capital- 

ad starved Shanghai enterprises issued 
bonds worth millions of renminbi to their 
workers. These are commonly called 
“shares,” though they typically have a one- 
year maturity and offer fixed returns. The 
Shanghai-based Liberation Daily reported on 
20 February that since 1984 when the first ex- 
perimental stock issue was launched in 
Shanghai, local enterprises had issued Rmb 
1 billion of bond-like stock. This compares 
with the Rmb 58.37 billion worth of bank 
loans, the main form of credit, outstanding 
at end-June this year. 

For example, the Shanghai Textile 
Machine Components Factory early this 
year raised nearly Rmb 1 million by asking 
each employee to buy Rmb 500 of its shares 
which are due to mature in two years and 
which bear 20% interest rate. 

Private lending is also growing. Shang- 
hai Wireless Third Factory borrowed 
Rmb 500,000 for one year from a private 
merchant in neighbouring Zhejiang pro- 
vince. The interest rate is 20%, the news- 
paper reported. 

In Shanghai's rural areas, raising capital 
like this is even more widespread because a 
"share" issue of less than Rmb 300,000 
needs only the approval of the local Agricul- 
tural Bank of China branch, and not that of 
the stricter People's Bank of China (pBoc). Of 
the city's 12,000 rural industries, the Libera- 
tion Daily reported, more than half have 
asked their workers to stump up Rmb 100- 
500 each to help their factory survive. 

The bond markets may be booming, but 
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Shanghai's three-year-old stock exchange 
market has been quiet because of its restric- 
tion on dividend payments and the small 
number of companies listed. Shanghai may 
have China's biggest stockmarket, but 
nevertheless, only six companies are listed. 
A plan to add six more this year has been 
shelved because, Shanghai officials claim, of 
inadequate preparation. 

In the first seven months of this year, 
turnover in the market amounted to Rmb 3 
million — a mere 1% of the volume of the 
treasury bond market over the same period. 
Prices have slumped, dropping by 20-30% 
over the year to June. 

Hu Ruiquan, a manager at the Industrial 
and Commercial Bank's Jiangan branch 
where the primitive stock exchange is lo- 
cated, said the market is likely to remain 


bearish for a while because high bank 

terest rates are drawing many invesk 
away. Inflation-linked three-to-five ye 
fixed saving deposits now offer 24.0195, 
which 11.34% is the regular interest rate ai 
12.71% is the price-adjustment rate. 

This compares with the standard 15 
return offered by shares. Although tl 
PBoC recently lifted the 15% ceiling, tl 
listed companies do not have the money 
the pay 20%-plus dividends needed to cor 
pete with other financial instruments. F 
said the stockmarket would not con 
"alive" unless new policies, such as t 
reduction for listed companies, we 
introduced. 

Meanwhile, the people of Shanghai r 
main an immense potential source of inve: 
ment. An official survey announced 
March this year indicated that of Shanghai 
5 million workers, 2.1 million expressed ii 
terest in putting up a total of Rmb 1.7 billic 
to buy shares in state enterprises. 

Shanghai officials put on a bold face sa 
ing that joint-stock ownership reforn 
closely linked to financial reform, is still c 
the policy agenda. They said Shanghai 
former party secretary, Jiang Zemin, no 
the party's national general secretary, has v 
sited and approved each of the 11 con 
panies planned to be listed or already on th 
stockmarket. But despite such re-assu 
ances, it is obvious that products ‹ 
capitalism such as a stock exchange are ш 
likely to have a great future at a time of n 
newed emphasis on socialist purity in all a: 
pects of Chinese life. m Louise do Rosari 
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Jiangsu s dynamic rural industry comes under attack 


Crop of worries 


By Robert Delfs in Jiangsu 





he dramatic growth of rural industrial 
| enterprises over the past decade has 
been among the most important 
achievements of reform in China. By creat- 
ing new employment and wealth for mil- 
lions of former peasants, township and vil- 
lage enterprises (TVEs) have allowed the pos- 
sibility of reducing the huge disparities in in- 
come and political power between China's 
cities and the countryside. 

But now rural enterprises are facing a 
major slowdown, perhaps contraction, as 
a result of the government's economic re- 
trenchment. Access to bank credit has been 
slashed and Peking has reimposed strict 
planning controls over new projects. Tighter 
state control over trade means that some 
TVEs can no longer buy scarce raw materials. 

Critics such as economist Wu Jinglian 


FAR EASTERN ECONOMIC REVIEW 


have attacked TVEs as a major cause of e« 
nomic overheating, saying that they con 
pete unfairly with state-owned enterprise: 
produce low-quality goods, and squande 
energy and raw materials. 

Wu argues that the rural industry sectc 
is one of the serious "leaks" that have unde 
mined China's planned economy and mad 
urgent recentralisation mandatory. “TVE 
are inherently inefficient," he said. Thei 
ability to compete with large-scale state 
owned firms, he maintains, is mainly due t 
protectionist policies of local authorities i 
the form of subsidies, illicit tax reduction 
and preferential access to markets and rav 
materials. The sustained and extremel 
rapid growth of this sector was the "dee| 
cause of inflation," Wu said. 

Rural industries have been strongly sup 
ported by purged party general secret 
ary Zhao Ziyang, and are particularly as 
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sociated with Du Runsheng, director of the 
Party's Rural Policy Research Centré and the 
State Council's Rural Development Re- 
search Centre (RDRC). 

The current purge of Zhao supporters 
and specific attacks on RDRC for involvement 
in the May-June demonstrations in Peking 
have eliminated rural industrys most 
important allies. This has heightened con- 
cern that the free-wheeling TVES themselves 
may come under harsher scrutiny or even 
attack — as happened during the Cultural 
Revolution in the 1960s — as "the tail of 
capitalism." 

Most rural factories 10 years ago were 
backyard survivors from the Great Leap For- 
ward (1958-60). TVEs now employ more than 
48 million people nationwide, and many of 
them are surprisingly large, well managed 
and able to compete directly with state- 
owned factories. 

Output growth last year was 38.4%. — 
three times faster than the record growth in 
the state-owned sector — raising the rural 
sector's share of national industrial output to 
14.2%, (The Ministry of Agriculture, using a 
broader definition of TVEs, estimates rural in- 
dustry’s share at 21%.) TVE exports in 1988, 
mainly clothing, textiles and handi- 
crafts, were worth US$8.02 billion — 16.8% 
of China's total exports. 


ural industry is most developed in 
Rive province, especially the 

southern counties around the cities 
of Suzhou, Wuxi and Changzhou in the 
lower Yangtze River delta adjoining Shang- 
hai municipality. Not coincidentally, Jiang- 
su is China’s No.1 industrial producer, hav- 
ing overtaken Shanghai in 1985. There are 
more than 130,000 ТУЕѕ in Jiangsu, employ- 
ing more than 7.5 million workers, which ac- 
count for nearly half (43%) of its total indus- 
trial output. 

“Rural industry has run into serious dif- 
ficulties, and many people in the enterprises 
and local government are worried about the 
new policies,” says Chen Genxin, deputy 
secretary-general of the Jiangsu provincial 
government. TVE output growth fell to 20% 
in the first half — less than half the 
average rate for the past five years — 
and is expected to slide further by 
year-end. Profits have declined shar- 
ply and the rate of bankruptcies 
among TVEs has doubled. 

New bank borrowing for fixed 
capital investment by Jiangsu TVEs, 
which peaked at Rmb 5 billion last 
year, has been virtually cut to zero, 
and circulating capital loans (to fi- 
nance inventory) were reduced by 
5%. Like state-sector enterprises, 
TVEs are suffering from energy and 
raw-material shortages, but unlike 
state-sector factories, most TVEs re- 
ceive no planned allocations of elec- 
tricity or raw materials at fixed low 
prices. 
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Jiangsu's rural output surges 
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No one in Jiangsu maintains that rural in- 
dustry could sustain forever its recent 
growth rate, or that TVEs should be exempt 
from the retrenchment policies. Nor do rural 
industries in developed areas still need the 
preferential policies (such as one-year tax 
holidays for new ventures and lower tax 
rates — all recently rescinded) that helped 
underwrite the first phase of TVE expansion. 

But adjusting to flat or even negative 
growth after five years of uninterrupted 
boom could prove painful. Most imme- 
diately affected will be rural incomes: in 
southern Jiangsu, people depend more on 
industrial wages than agriculture. Average 
rural incomes have more than doubled in 
Jiangsu over 1982-88 to nearly Rmb 800, 
about two-thirds of the average urban in- 
come. (Nationwide, peasants’ income is 
only 40-45% of urbanites and in absolute 
terms the gap is growing larger every year.) 

After a 27% jump in 1988, rural incomes 
in Jiangsu are unlikely to show much 
growth this year or next, and may not even 
match inflation. In some areas, income may 
decline in absolute terms. 

The scale that rural industry has 
achieved and the degree to which local gov- 
ernment now relies on it for revenues is 
perhaps the best guarantee that it will sur- 





Rural factory: ‘leak’ in planned economy. 
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vive. TVEs generated Rmb 11.5 billion in 
taxes last year in Jiangsu, or 26.3% of total 
provincial revenues. Jiangsu, in turn, is a 
key source of central government revenues, 
making it possible for Peking to subsidise 
deficit provinces in the interior. 

Nor would it be feasible to impose rigid 
central planning on the many locally oper- 
ated rural enterprises, local officials say. 
There are five rural enterprises for every two 
state-run firms in Jiangsu, though among 
the 50,000 state-run enterprises less than 800 
are classified as large or medium scale, the 
key enterprises in the state sector. 


ural enterprises can compete suc- 
cessfully with state enterprises even 
in a recessionary environment” as 
long as they receive equal treatment and 
policies,” one county-level official in Jiangsu 
told the Review. “We can produce what the 
state doesn’t. Planning cannot take into ac- 
count the needs of the entire realeconomy.” 

The question is whether TVEs will receive 
equal treatment. Recentralisation of control 
over raw-materials trading and preferential 
allocation to state factories are hurting many 
TVES. As a result, rural firms which have 
links to state firms are weathering the re- 
trenchment best because they have assured 
supplies of raw materials. 

TVES are supplying parts, sub-assemblies 
and in some cases finished products to a 
growing number of state firms, operating 
essentially as subsidiaries in some cases, and 
allowing the state firm to expand cheaply, 
taking advantage of rural factories' access to 
land and the lower cost of labour. 

"Nobody realises it yet, but there is TVE 
content in almost every product made by 
state factories," one local official quipped. 
But if the recessionary climate continues to 
deepen, state firms forced to contract their 
operations would inevitably drop their TVE 
suppliers long before even considering the 
almost unthinkable option of laying off their 
own employees. 

At the grassroots, however, some offi- 
cials believe that TVEs will continue to ex- 
pand — though more slowly — despite the 

credit freeze, shortages and Peking. 
i “TVEs are incredible vital. If you 

encourage them, they grow fast; if 
you try to slow them down, they 
still grow fast,” one official said. 
“They can always find money 
to invest and markets to sell. If 
necessary, you'll see workers taking 
voluntary wage cuts and making 
loans to their factory. They will 
survive.” 

“Workers and management both 
know that if the venture fails they 
will have to go back to the fields,” 
said another official. “This is a very 
strong incentive for cooperation be- 
tween management and labour — 
one which state enterprises don't 
have." a 
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ome people will go to almost any 

lengths, it would seem, to prove 

that those who appear to be more 

competitive and efficient than they 
are themselves are somehow cheating. 
Asian exporters of manufactured goods are 
all too familiar with this syndrome, as the ar- 
moury of protectionist weapons among in- 
dugtrialised nations grows ever bigger and 
more sophisticated. 

The undervalued exchange-rate argu- 
ment has been applied with good effect 
against Taiwan and South Korea by the US 
and others, in the sense that their current-ac- 
count surpluses are projected to fall. The 
latest wheeze seems to be to examine 
whether labour costs are an important deter- 
minant of export competitiveness. 

According to Britain's Overseas Deve- 
lopment Institute (ODI), a number of indus- 
trialised nations have been pressing for the 
inclusion of a "social clause" in bilateral and 
multilateral trade agreements, making ac- 
cess to developed-country markets condi- 
tional upon a satisfactory record of labour 
rights and standards. 

The idea that labour standards are impor- 
tant in determining fair international trade 
between states is not new, but it has been 
given a fresh impetus under the current 
Uruguay Round of Gatt. 

The Reagan administration rekindled 
the social clause debate, proposing that 
a working party be set up to examine the 
relationship between internationally re- 
cognised worker rights and international 
trade. 

No one will have been stunned to find 
the EC backing up the US on this issue, 
and even Japan went along (anything for 
a quiet life, no doubt). Others — includ- 
ing Malaysia, Pakistan and South Korea 
— raised bitter opposition. They were 
| eventually joined, with varying degrees 
of enthusiasm, by Hongkong, Singapore, 
the Philippines and India among Asian 
nations. 

As a result, the working party idea failed 
to get off the ground — but the threat of a 
"social clause" has not gone away. Indeed, 
the ODI suggests there is a real danger that 
“too zealous an application of the social 
clause will intrude into the genuine trading 
advantage of many developing countries — 
their abundant and cheap labour." 

This danger appears to be the greatest at 
present in the US where labour-rights 
clauses have already been linked to develop- 
ing country access under the generalised 
system of preferences (GSP). 

Several countries have already lost СР 


access as a result. The EC has also been kick- 
ing around the idea of linking GSP access to a 
social clause. The ODI has taken the ini- 
tiative, by doing its own research on four 
Asian countries which depend heavily on 
the US for their manufacturing exports — 
Malalysia, Singapore, South Korea and 
Thailand — to test the validity of the notion 
that labour costs and conditions are part of 
the reason for their export success. 

They looked for possible evidence that la- 
bour conditions in these countries' export 
sectors are being deliberately depressed 
compared with those in the domestic sector. 
This after all is what has to be proved as a 
prerequisite to any charge of "social dump- 
ing" on the part of the newly industrialised 
countries (NICs) and near-NICs. The findings 
are revealing. 

In South Korea, it was discovered that 
male wage rates are actually higher in the ex- 
port sector than in domestic production sec- 
tors. Elsewhere, wages for both sectors ap- 
pear to be somewhat lower in the export sec- 
tor than in domestic manufacture, though 


Exporters vs the rest 


Relative wages in exporting industries* 
Country Year 






Sector 


Malaysia 1973 Electronics 76 
1981 Electronics 89 
Singapore 1972 Manufacturing 94 












south Koreat 1984 Textiles (medium) 
Textiles (large) 
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portded industrialisation began in these 
countries. The ODI conduded that only in a 
few cases, such as that of women workers in 
medium-sized South Korean clothing firms, 
are wages "significantly lower" in the export 
sector. 

The ODI study reveals that real wages in 
all four countries have grown rapidly overall 
during the period of export-led industrialisa- 
tion. Along with exchange-rate apprecia- 
tion, this should certainly have laid to rest 
the simple charge that they are "cheap-la- 
bour, cheap currency" competitors. 

Although hours worked in the four 
countries studied are generally longer than 
in the West, the Op! found no significant dif- 
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ference between hours worked in export 
and domestic sectors in South Korea. The 
working week is actually shorter in Singa- 
pore for export-sector workers than for the 
domestic sector, though in Malaysia and 
Thailand it is longer. 

The conclusion is that the evidence does 
not support a case for trade sanctions 
against these countries "because labour con- 
ditions in the export sectors are generally 
similar to those operating in the wider 
economies." Nevertheless, protectionists, 
often loathe to let facts interfere with a good 
theory, are unlikely to drop this scheme. 


The poor of this world — especially in 
India and China — are not as badly off as 
they are made out to be, according to yet 
another ODI study. It all depends upon how 
you measure national income. 

Taking conventional measures of GDP 
per capita — in US dollars, either at constant 
1980 prices or at current prices — the gap be- 
tween the world's richest and poorest na- 
tions is immense. However, it is reduced a 
lot if what is known as the ICP (International 
Comparisons Project of the UN) is used. 

This avoids the use of exchange rates by 
constructing at the international level the 
same type of product-by-product measures 
of prices and real income used for national 
calculations (which are then converted into a 
common currency). On this basis, India's 
GDP rises from US$260-280 per capita (de- 
pending upon whether constant or current 
prices are used) to US$750 and that of China 
from US$222-273 to US$825. 

The differences become more dramatic 
the further up the income scale you go. In- 
donesia's income per head, for instance, 
rises from around US$500 to more than 
US$1,200, while Thailand’s goes from 
around US$700 to close on US$2,000. Hong- 
kong, which since 1985 has been in the élite 
ranks of the world’s top 10 nations by Gpp 
per capita, sees its figure rise from about 
US$6,000 to more than US$9,000. 

The ODI report suggests that, contrary to 
popular belief, population growth is not out- 
stripping world income growth. World GDP 
has in fact grown faster than population 
in recent years. And "income differences 
among most countries are not as great as 
simple comparisons suggest once better in- 
come figures and direct measures of health 
and education are used." While the poor 
will always be with us, the ODIs survey 
suggests that it is important to get the facts 
right about just how poor they really are, 
when it comes to formulating such things as 
aid and loan policies. = Anthony Rowley 
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| notonly is the return on cu | 
|. predictable than on equities, but their rates are at 
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flexibility that these cu: ren icy fui 

















Aus$ Fund = 17.01%. 
Can$ Fund = 11. 20%. аварией net t yields as at 






Add the international investment expertise 
of Scimitar (last year the ECU sub f fund was 
just one of our funds to win a LIPPE Rawardfor | 
its performance) and you realisej just how valuable 
the Worldwide Money Fund can be. 





US$ $Fund= -8. UE E 


If you would like more information and a 
prospectus, on the sole basis of which an investment 
may be made, return the coupon today. 

Necessary information, for your understanding 
and protection: 

You are reminded that as a consequence of the 
general nature of investments held and possible 
exchange and interest rate fluctuations, the funds’ 
yields may go down as well as up and past 
performance is no guide to the future. 


To: Scimitar Asset Management (CI) Li Limited, 

PO Box 330, Standard Chartered House, 

Conway Street, St Helier, Jersey, Channel Islands. 
Telephone: (0534) 34373. Telex: 4192402. 

Fax: (0534) 26035. 

Please send me a prospectus жї application form 
for the Scimitar Worldwide Mong Fund. 
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Combined Technologie 


The advancement of modern technology is a team effort. 
And Asahi Glass Company has been contributing to this important process for over eighty years. 

Most people know us only as the world's leading manufacturer of flat glass, automotive glass 
and glass bulbs. But throughout the years, we've been anticipating future needs and 
expanding into new and diverse technologies. And today, with many specialists working 
in the fields of electronics, new ceramics, fine chemicals, biotechnology and advanced glass, 

Asahi Glass is much more than just a glassmaker. 

By integrating the many areas of our expertise, we are pioneering new materials and processes— 
often before they are needed— helping to promote more rewarding and productive living. With our 
comprehensive international network of branch offices, subsidiaries and affiliates, Asahi Glass is 
deploying combined technologies for innovation leading to the breakthroughs of tomorrow. 


— — Thinking for the Future — — — — 
ASAHI GLASS CO.,LTD. 


1-2, Marunouchi 2-chome, Chiyoda-ku, Tokyo 100, Japan Tel.: (03) 218-5555 Telex: J24616 ASAGLAS Fax.: (03) 287-0772 
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AND 


INNOVATION 


Appropriate medicine 


on the increase in Southeast Asia 

and posing a new challenge to re- 
ional public health authorities, even in 
queaky clean Singapore. 

In the first seven months of this year, the 
umber of dengue cases in Malaysia rose by 
0% to 1,232 against the same period of last 
ear. The country's Health Ministry expects 
ae number of cases to reach 3,000 by the 
nd of this year. 

Although dengue itself is not usually 
atal, an accompanying haemorrhagic fever 
an be. So far there have been 10 deaths re- 
orded in Malaysia this year against just one 
1 1988. 

The resurgence of dengue is causing dis- 
мау among health officials. Having brought 
aosquito-borne malaria under control 
rough the spraying of powerful insec- 
cides, authorities are now faced with com- 
atting this new threat. 

Because it is a viral infection, there are no 
rugs for treating dengue, though it can be 
yanaged and contained if detected early 
hough. The containment of dengue, there- 
хе, has to depend on rapid diagnosis fol- 
»wed largely by public health measures 
Ach as prompt and intensive spraying of af- 
ected areas, rather than clinical methods. 

One of the main factors impeding 
ae fight against dengue was the unavail- 
bility of a quick clinical test for diagnosing 
ind confirming the disease. But recently Dr 
ane Cardosa from the Universiti Sains 
Malaysia in Penang invented a kit which en- 

bles doctors to rapidly diagnose dengue 
ever. The kits are now being produced in 
imited quantities and may prove decisive in 
forts to control the spread of the tropical 
"ver. 

At the moment the main testing method 
akes up to two months. The test seems 
more reminiscent of witchcraft than medical 

лепсе. First the brain cells of mice are in- 
ected using a blood specimen from the sus- 
ected dengue victim. Then the mice are 
еа, their brain cells are liquidised and 
ixed with male geese blood cells. If the 
ood cells of the male geese stick together, 
леп dengue is confirmed. 

In Malaysia, the whole process takes 
bout three weeks. But because specially 
wed animals and other facilities are only av- 
dable in Kuala Lumpur, it is usually a 
month or two before the results are sent 
sack to the doctor. 

By that time, points out Cardosa, the sus- 
wected dengue patient is either dead or 
Mared, making the results of statistical rather 


engue fever, a viral infection 
|) spread by the Aedes mosquito, is 
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than clinical importance. More importantly, 
by the time dengue is confirmed by the cur- 
rent method — about two to three months 
after the onset of infection — the disease 
could have spread far and wide, rendering 
any concentrated spraying of insecticides of 
little use. 

In contrast, Cardosa's method is simpli- 
city itself. It can be conducted in any ordi- 
nary laboratory, with the results being 
known in about three hours. Unlike the cur- 
rent test, which involves the time-consum- 
ing procedure of growing the virus, Car- 
dosa’s method measures the level of anti- 
bodies produced by the human body as it 
endeavours to combat the disease. 

The key to Cardosa's method is an anti- 

gen, which was developed by Cardosa her- 
self using bio-technological methods. When 
the antigen is introduced into a blood sam- 
ple it reacts rapidly with any antibodies gen- 
erated by the human body in its fight against 
dengue, thus confirming the presence of the 
virus. 
Since the antibodies are biochemicals 
rather than viruses they can be more easily 
detected. Testing is done by placing the 
blood sample from the suspected victim in a 
pre-prepared kit. After a few hours the col- 
our changes in the kit will indicate whether 
the blood sample came from a dengue suf- 
ferer. 

The kit is known by its technical name — 
MAP eia Dengue Kit, which stands for 
multi-antigen panel enzyme immunoassay 
for detection of dengue virus antibodies. 
Apart from its speed, Cardosa's kits are ex- 
tremely cheap — about M$2 (74 US cents) 
each — an important advantage given that 
most dengue sufferers are found in the 
poorer countries of the tropics. 

Cardosa's kit has other advantages too. It 
does not require a liquid blood sample as 
does the older test. A blood sample can be 
taken on a blotting paper and then sent by 
post to the laboratory for testing. This is a 
major advantage for health authorities in 
countries such as Indonesia, where sending 
a fragile cargo from one island to another 
can be a very slow process. 

One disadvantage of the kits is that, at 
the moment, they have to be produced in 
Cardosa’s own labs by technicians with a 
good grasp of biology as they involve pre- 
cise manipulation of biochemicals. So far the 
Malaysian researcher has managed to keep 
up with demand with the help of a few of 
her university students. But demand is soon 
expected to outstrip supply. 

Impressed by her work, the Penang state 
government's development corporation has 
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set up a venture capital company called Ven- 
ture Technologies to produce the diagnostic 
kits in larger numbers. The company is cur- 
rently involved in negotiations with multi- 
national pharmaceutical groups in a bid to 
acquire the technology needed to mass pro- 
duce the kits. 

The kits are in demand throughout 
Southeast Asia. Cardosa has been supply- 
ing them as fast as she can to doctors in In- 
donesia and Thailand as well as Malaysia. 
Recently she Rad to send a number of kits to 
Sarawak after a sudden outbreak of dengue 
fever. 

Cardosa says that many private sector 
companies appear reluctant to sink large 
amounts of capital into the mass production 
of her diagnostic kits as the kits must be 
economically priced given that the disease is 
confined to poorer countries. 

The steady demand for drugs treating 
chronic diseases can help offset initial capital 
outlays and even diagnostic kits for such dis- 
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Cardosa: simple method. 


eases as AIDS can be priced high enough to 
recoup costs. But the kits being produced by 
Cardosa, if made available on a mass scale, 
would rapidly lead to a sharp fall in future 
demand as the disease is diagnosed and 
contained. 

Cardosa says she would be glad to be put 
out of business by the success of her kit. She 
sees herself as a researcher rather than an 
entrepreneur. As such, she hopes that her 
success will encourage others in the region 
to realise that they too can invent things. In 
the past, most research, even on tropical dis- 
eases, has been done in Western countries 
with the local researchers seeing their role as 
collectors of data and testers of drugs. 

aN. Balakrishnan 
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POLICIES 


Seoul plans swingeing taxes on real-estate profits 


Landed in trouble 





By Mark Clifford in Seoul 
he South Korean Government is pre- 
| paring to push through limits on land 
ownership and steep increases in 
property taxes in the autumn legislative ses- 
sion. The far-reaching proposals are de- 
signed to stem big real-estate price rises, free 
land for the government's ambitious hous- 
ing construction programme and bolster the 
standing of President Roh Tae Woo and his 
high-profile economic affairs adviser Moon 
Hee Gab. 

The higher tax rates and greater supervi- 
sion of property owners are likely to have a 
big impact throughout the economy. Stocks 
have surged on news of the government's 
plans because investors expect more money 
to be invested in the stockmarket as real-es- 
tate speculation is curtailed. 

The changes also could have a significant 
impact on South Korean corporations, 
which have attracted increased criticism re- 
cently for their large landholdings. “The ef- 
fect will be to make [corporations] life 
tougher," says ruling Democratic Justice 
Party (DJP) lawmaker Suh Sang Mok. “It will 
be more difficult to make money through 
the real-estate business." 

The three bills which will be submitted to 
the national assembly are intended to curtail 
speculative landholdings by individuals and 
corporations through a combination of 
higher taxes and outright limits on owner- 
ship. Under the proposal being floated by 
the presidential Blue House, it would be il- 
legal for individuals to own plots larger than 
200 pyong (660 m?) in residential areas of 
Seoul and five other urban areas. Roh has 
given strong backing to the proposals and 
his administration is making approval of the 
bills a test of political strength. 

Property taxes would also increase up to 
10 fold in the next three years, as the legisla- 
tion would force owners to pay tax based on 
the market value of their property. Property 
taxes are currently based on assessed value, 
which is as little as 10% of market value in 
parts of Seoul. Under the proposed legisla- 
tion, taxpayers could also be forced to pay 
capital-gains taxes on their land every three 
years, rather than only after its sale. They 
would pay higher taxes if they benefited 
from nearby development projects. 

Overall, property tax collections should 
rise. Property taxes now account for about 
Won 200 billion (US$300.8 million), accord- 
ing to Suh. That is less than 7% of total gov- 
ernment revenue last year. 

The political case for restrictions on land 
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ownership and higher taxes on landowners 
is understandable. The government esti- 
mates that 5% of property owners (about 
54,000 people) own 65% of all privately held 
land. The rapid increase in land prices, 
which has averaged just above 20% a year 
since 1987, has fed popular resentment. 
Opinion leaders have warned that public 
concern over spiralling land prices is under- 
cutting confidence in the Roh administra- 
tion, especially in its economic policies. 

The government is acutely aware of the 
consequences of this dissatisfaction. Presi- 
dential economic adviser Moon, who was 
promoted to full ministerial rank in July, has 
been pressing the case for radical economic 
reforms. "In order to prevent the capitalist 
system from collapsing because of differ- 
ences in asset ownership we should have 
changes," says a source close to Moon. "We 
should do our best to correct the deficiencies 
in capitalism." 

Strong stuff. But rising land prices have 
corroded the myth of relative equality which 
has been important for the nation's eco- 
nomic development. The annual increase in 
land values in 1988, an estimated Won 68 
trillion, outstripped the total wage income 
for all of the country's workers, according to 
the Korea Research Institute for Human Set- 
tlements. 

"Every year landowners make more 
than all the workers, just sitting there, doing 
nothing," says Lee Won Bae, a lawmaker for 
the opposition Party for Peace and Demo- 
cracy (PPD) and a member of the legislature's 
construction committee. "This rising sur- 
plus [in land values] should be redistri- 
buted to the people." 

The government has just released figures 
on corporate land ownership that gives am- 
munition to anti-business critics. There are 
more than 400 companies in the country that 
own at least 500,000 pyong, official figures 
supplied to the national assembly show. Of 
the 900 million pyong held by these large 
landowners, only 1.5% is used for business 
purposes. The PPD argues that corporations 
should be forced to sell excess land. 

Yet for all the populist rhetoric of the PPD, 
the government's proposal is actually more 
radical. The thrust of the government's pro- 
posal is to make all property owners pay 
more by raising assessed values to market 
values. The PPD, mindful of alienating mid- 
dle- and upper middle-class voters, says that 
owners of one house or apartment should 
not be asked to pay more. The PPD espouses 
a simpler soak-the-rich philosophy, backing 
a steeply progressive tax on landholdings. 
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Despite the nearly unanimous cons 
sus that dramatic action needs to be taker 
prevent South Korea repeating Japan < 
Taiwan's mistakes on land policy, there 
major political obstacles to reform. The B 
House has run into quiet opposition fn 
the ruling DJP, which is afraid of alienating 
base of property-owners with higher tax 

Local press reports say that large bt 
ness groups and wealthy property own 
have been lobbying against the report. 
didn't donate money to the DJP to have thi 
pursue a socialist land policy," the owne! 
a small business told the REVIEW. 

The suspicion of wealth, however, is 
deeply ingrained that few people dare 
press their opposition openly. “The mooc 
the country is like a people's court in a co 
munist country," says Suh. “[Corporatic 
and wealthy landowners] are afraid 
lobby." 

While the proposed limits on land ow 
ership and higher taxes will hurt some c 
porations, the long-term effect on the bu 
ness climate should be positive. High la 
prices and a shortage of available land û 
hampering expansion and, along with risi 
labour costs and currency appreciation, û 
spurring increased overseas investment. 

Shaking free warehoused land will ma 
it easier for the government to meet its tars 





Roh: curbing speculation. 


of building 2 million new housing units dt 
ing Roh's five-year term as president, whi: 
ends in 1992. Stabilising land prices w 
allow the government to decontrol prices « 
new apartments built in Seoul. 

Tax reform alone will not solve Sou 
Korea's housing crisis. Registration recon 
for the country's 35 million parcels of lat 
are inaccurate and a massive overhaul 
needed. Moreover, the government al: 
needs to develop a mortgage market. ТЕ 
has not been possible in the past because tl 
country's financial sector was preoccupic 
with financing industrial development. TI 
shift to a surplus economy, however, w 
allow for the development of more co: 
sumer finance which should benefit woul 
be homebuyers. : 
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акага index soars after rush of share issues 


Market on the make 





by Ac Adam Schwarz in Jakarta 


akarta has further eased rules restricting 

share purchases by foreigners, sending 

share prices and turnover on the over- 
ieated Jakarta Stock Exchange zooming up- 
vards. 

Although the move clearly represents a 
tep forward in liberalising trading proce- 
lures, large foreign investors are dismayed 
hat the changes have not been accom- 
ianied by written documentation. The re- 
ulting confusion, say brokers and analysts, 
; another indication of the increasingly ap- 
‘arent growing pains besetting the Jakarta 
ourse. 

Since December 1987, foreigners have 
een allowed to own up to 49% of publicly 
sted companies. But since most of the com- 
anies listed on the exchange, until very re- 
ently, were majority foreign owned, for- 
ign portfolio investors only had access to a 
andful of companies. But even these In- 
onesian companies, in many instances, 
nly listed 15-20% of their issued shares. In 
uch cases, brokers complained, there was 
irtually no possibility that foreign portfolio 
westors could achieve management con- 
‘ol, which is what the regulation was de- 
igned to prevent. 

In July, officials at the Trade Ministry 
ireatened to block any foreign buying of 
ee new issues — Bakrie & Brothers, Hero 
upermarket and United Tractors — citing 
reign investment laws that restrict owner- 
лір of retailing and trading operations sole- 
‘to Indonesians. 

In early August, Finance Minister Johan- 
es Sumarlin overruled these objections and 
леп, according to some, went one step fur- 
ıer. He indicated that foreigners would be 
lowed to buy up to 49% of shares that a 
ympany lists on the exchange, rather than 
7% of total issued shares as the 1987 regula- 
on stated. 

Under the new interpretation, foreigners 
'ere given the go-ahead to buy into major- 
y foreign-owned firms like Goodyear In- 
onesia (owned 85% by Goodyear Tire & 
ubber Co. of the US) and Merck Indonesia 
»wwned 70% by Swiss-based Merck Astra 
lolding) because these companies list only 
minority of issued shares on the exchange 
ad, in the past, all of these were owned by 
idonesians. 

The buying frenzy which ensued, led by 
Tip-starved foreign funds, pushed the 
iarket index up by 48% in August and sent 
айу turnover above 800,000 shares, four 
mes the volume recorded in July. A rush of 
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new issues reaching the market — 15 in the 
past four months — has also helped arouse 
investor interest. 

With 50 more companies waiting for ap- 
proval to issue shares or float bonds, includ- 
ing some state-owned firms, the supply of 
securities is set to increase dramatically. 
Whether it can keep up with demand is 
another question. 

After 12 years of somnolence, the capital 
markets have finally caught the fancy of In- 
donesian investors. Thousands of retail in- 
vestors thronged underwriters’ offices last 
week, some arriving before dawn, to pick 
up applications for shares in Lippo Pacific Fi- 
nance, a leasing company seeking a listing 
on the Jakarta stockmarket. Certificates in a 
new fund managed by state investment 
trust company Danareksa were distributed 
widely to domestic investors in late July. 
And Sumarlin on 4 September said new reg- 
ulations were in the works which would 
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Jakarta bourse: growing pains. 


stimulate more domestic interest in the capi- 
tal markets. 

Meanwhile, foreign demand shows no 
sign of slackening. A US$21 million fund 
run by Thornton Management was launch- 
ed in London on 14 August. Shares in 
the fund, underwritten by Baring Brothers 
and distributed by Merrill Lynch, Hoare 
Govett and Baring Securities, were sold 
for US$10.50. The fund will issue a second 
instalment of 2 million shares at US$10.50 
apiece in February 1992 if the performance 
of the fund meets certain conditions. 
Brokers expect Nomura to announce a 
Southeast Asia regional fund soon. A third 
of it is likely to be devoted to investment in 
Indonesia. 

Although the Jakarta market has made 
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tremendous progress in the past 12 months, 
some brokers are beginning to worry about 
the ability of the authorities to regulate and 
monitor the growing exchange. Many for- 
eign investors, for example, missed the boat 
in August due to differing interpretations of 
Sumarlin's 5 August statement. 

On 25 August and 4 September Sumarlin 
attempted to clarify the new ruling verbally 
but did not issue any supporting docu- 
ments. Consequently, for legal reasons 
some foreign institutional buyers have re- 
mained on the sidelines since the laws on 
the books contradict Sumarlin's stated posi- 
tion. 

Other areas of confusion remain as well. 
In some cases, foreign buyers own mofe 
than 49% of shares that a company has listed 
on the exchange, though the company re- 
mains majority Indonesian owned when all 
issued shares are taken into account. Under 
the earlier regulations, this would not be a 
problem. Under the new rules, foreign own- 
ership of listed shares will have to be scaled 
back to 49% or below. 

Secondly, it is not clear to what degree 
foreigners will be allowed to invest in the 
banking sector. Joint ventures between for- 
eign and local banks can raise capital on the 
exchange, with foreign investment allowed, 
but the Ministry of Finance has yet to make 













clear whether the same rules apply to In- 
donesian banks like Panin Bank which listed 
30% of its shares in 1982. 

Logistically, the new rules will be hard to 
implement because Bapepam, the capital 
market agency responsible for registering 
ownership of all shares, is falling ever fur- 
ther behind as trading volume takes off. 
One Bapepam official estimated the agency 
now has a registration backlog of six to 
seven weeks, implying significant delays in 
the future for foreign investors. 

Bapepam officials are now discussing the 
possibility of privatising the agency as a way 
of bringing in new capital to upgrade out- 
dated equipment and add new computers 
but back office delays are expected to wor- 
sen before improvements are made. a 
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he East Asian economies will con- 
_tinue to outperform the rest of the 
world over the next few years but 
growth is likely to slow as global prospects 
worsen, according to the latest annual re- 
port from the UN Conference on Trade and 
Development (Unctad). 
World economic activity is predicted to 











in 1988. World trade, which in 1988 surged 
by more than 9%, is expected to slow to just 
over 6% in 1989-90. 

A base-line scenario for the 1990s 
suggests that with no major change in 
policies or economic linkages, world growth 
is likely to average about 3% a year, less 
than in the second half of the 1980s. 


 Unctad predicts a continuation of the 
current "bifurcation" of economic perform- 


ance, with steady if unspectacular growth in 
the industrialised countries, sturdy progress 
by East Asian exporters though at a slower 
pace than in the 1980, but sluggish growth 
in Africa and Latin America with, in 


World КА to slow, but East Asta will still set pace 





Africa’ s case, declining per capita incomes. 

. Unctad's economists expect a shift to in- 
creasing production for domestic demand to 
dampen the growth of East Asian exporters 
over the next few years, though it notes that 
this should make these economies less sus- 
ceptible to the external environment. Japan, 
too, is expected to grow more slowly. 

China was among the best performers in 
1988, with GDP growth of more than 11% 
due to rapid industrialisation and high in- 
flows of foreign direct investment. The re- 
port says that while it is too early to judge 
the impact of recent intemal unrest, growth 
is likely to slow as development proceeds 
and the country begins to face more pro- 
nounced internal and external constraints. 

In an analysis of trade policies of de- 
veloping countries, Unctad decries the con- 
ventional prescription for export success 
peddled by the IMF and the World Bank — 


. namely import liberalisation and currency 


devaluation. Drawing on the experience of 
several Asian countries, such as Malaysia 
and Thailand among others, Unctad says 
successful exporters have relied heavily on 
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hether it's Wall Street or the City 

of London, bankers and fund 

managers are nowadays waxing 
lyrical about Thailand — Wall Streeters like 
the Thai Government's Yankee bond issue, 
City men the latest Thai fund. Enthusiastic 
they may be; but, familiar though they are 
with Thailand's vital economic statistics, re- 
latively few of them can name more than a 
couple of Thai corporations. 

That same combination of enthusiasm 
and lack of knowledge is now evident in 
their approach to Indonesia. London likes 
Indonesia because of its stockmarket liberali- 
sation measures — yet few institutional in- 
vestors have more than the scantiest notion 


of which companies they can now invest in. 


The Internátional Finance Corp. (IFC) in 
Washington — private-sector scion of the 
World Bank — plans to change all this. 

The IFC has recently established an Inter- 





national Securities ; Góp € to structure sec- 
urities transactions and. place Shares of en- 
terprises from developing countries with 
dealers, brokers and investors. In particular, 
the IFC hopes to bring individual corpora- 
tions to market, so that investors can invest 
in them directly, rather than at one remove 
through country funds. — 

The IFC pioneered country funds — the 
majority of which give access to emerging 
Asian stockmarkets — and now feels that 
the logical next step is to promote securities 
issues by individual emerging companies. 
A large proportion of these are likely to be 
Asian, given the speed at which many 
Asian companies are outgrowing their do- 
mestic capital markets. Generally favourable 
perceptions of Asia among international in- 
vestors also helps. | 

The corporation will need to underwrite 
and sell securities itself in order to prove the 
viability of these kinds of issues. It has 
reached understandings with securities au- 
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selective government intervention to prc 
mote exports. 

"In all countries which have recorde 
high rates of growth of exports in real term: 
export incentives have been important to e 
port performance," Unctad secretary-ger 
eral Kenneth Dadzie notes. Strong exportin 
centives are needed because domestic prc 
ducers have inadequate information on an: 
access to foreign markets. Unctad adds th: 
nearly all successful developing-country e 
porters have also introduced duty drawbac 
systems and other measures to give dome: 
tic producers access to foreign inputs « 
world prices. 

The report warns, however, that the prc 
tectionist climate in the US and to a lesser e 
tent in Europe may make it harder for new 
comers to break into export markets, whil 
significantly slowing the export growth с 
established Asian economies. 

On the Third World debt crisis, wher 
Unctad last year advocated a major deb 
reduction programme, the report says th 
US$30 billion currently being made availabl 
for debt reduction represents only about ha 
the sum required (and not all of this is like 
ly to be used). Unctad also argues that th 


economic-adjustment programmes bein 


forced on debt-ridden developing countrie 
by the IMF and World Bank are often pe 
verse in their effects on budget deficits, infl 
tion and trade, as well as depressing longe 
term growth prospects and threatening s 
cial stability. 


thorities in Japan and in Britain enabling it t 
carry on such business and discussions hav 
begun with the US Securities and Exchang 
Commission. 

The ТЕС emphatically denies, howeve 
that it wants to compete with investmer 
banks, merchant banks and securitie 
houses. It acknowledges their superk 
secondary market skills, and says it wan 
to act primarily as a catalyst to bring suc 
firms into the game, rather as it did in pr 
moting country funds. But it insists that 
must play more than just an "advisory role 
if it is to structure deals successfully. 

One source within IFC estimated thi 
there might be over 100 developing-count: 
companies capitalised at over US$100 mi 
lion in their local stockmarkets, whose se 
urities could be placed in New York or Lor 
don. As many of 70% of these could be i 
Asia. 

The corporation is not drawing up a li: 
yet, though countries such as India, П 
donesia, Thailand and the Philippines а 
mentioned informally as being promisin 
sources. Outside Asia, countries like Me 
ico and Turkey are mentioned. The aim wi 
be to focus on blue chips and to concentrat 
initially on demonstrating that the exercise: 
possible. 

The ІЕС is not a total novice in the field - 
it lead-managed security issues by Bladex, 








atin American export banking, and [ 
ided "liquidity backstop" for a Turkish cor- 
orate/'s Euro commercial paper program- 
ne. 

The ТЕС has built up contacts with various 
ompanies that might qualify, often thre 





rnments in the countries concerned. For 
xample, it helped the Indonesian Govern- 
nent to rationalise and sell off certain state- 
wned hotels. The corporation claims that 
investment bankers and institutional in- 
estors in developed countries do not have 
X"s unique experience" in this respect. 

An IFC document says that: "Typically, 
ne private-sector LDC [less-developed coun- 
ry] company is not fully familiar with the 
тосеѕѕ of gaining access to international 
apital markets, the nature and require- 
nents of these markets, the most appro- 
triate markets to seek funds in and the con- 
litions that would be attached to such 
ands." A "trusted intermediary" is re- 
uired to convince emerging companies that 
ney should investigate the securities route, 
ven if it involves higher up-front costs than 
traight borrowing. The IFC believes that its 
articipation in such transactions will reas- 
ure the financial community. 

An IFC internal study shows that despite 
he massive growth of securitisation of cor- 
orate debt in recent years, and the greatly 
creased sophistication of developed capi- 
al markets, developing-country corpora- 
ons have derived "very limited" benefits 
rom the process. 

The international capital markets raised a 
ecord US$350 billion in 1988, but only a tiny 
raction of this went to developing countries 
- and of that most was sovereign or state- 
acked paper. 

Likewise the US$5-6 billion invested in 
merging markets through specialised 
ountry funds and other vehicles — plus 
J$$1-2 billion raised through the listing of 
leveloping-country stocks and developed- 
ountry exchanges — pales alongside the 
J5$150 billion of overseas investments 
vhich US and British pension funds hold. 
ipanese insurance companies and pension 
ands hold a further US$150 billion of for- 
ign securities, most in developed-country 
narkets. 

At the beginning of this year, stock- 
narkets in the score or so emerging markets 
vhich the ІЕС tracks had grown in aggregate 
apitalisation to US$187 billion from US$81 
illion in 1983 and the total number of com- 
any listings from around 6,700 to nearly 
1,000. Trading volume, meanwhile, in- 
reased from US$25 billion to US$408 billion. 
lowever, many of the markets remain 
thin and volatile." 

The IFC estimates that over the next five 
› 10 years the portion of foreign portfolio in- 


estment flowing into LDC securities will - 


louble or treble from its current annual level 
f around US$500 million. | п 








ugh 4^ 
aking stakes in them, or lending them - 5 
noney. It has also forged contacts with gov- ~ 
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учн investors flock to neighbouring Johor 
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flood of foie investment is rapid- 
AS transforming Johor state, at the 


southern tip of peninsular Malaysia, 
into one of the country's three main indus- 
trial regions. 

Although agriculture still accounts for 
more than half of the state's GDP, manufac- 
turing is fast becoming the driving force be- 
hind the local economy's rapid expansion. 
Manufacturing in Johor grew by 14.4% last 
year against 11.7% for the farm sector. 

This rapid industrial growth has been 
fuelled primarily by foreign investment 
from neighbouring Singapore. Investors 
have flocked across the Causeway from Sin- 
gapore in search of cheaper labour. In fact, 
Singaporean investors and tourists have 
been arriving in such numbers that the bor- 
der is increasingly becoming an irrelevance. 

This development has meant that the 
state now has one of the lowest incidences of 
poverty (12.2% in 1987) in Malaysia, after 
Selangor, which surrounds Kuala Lumpur, 
and the capital city itself. 

The distance between Johor and Singa- 
pore is miniscule. But for the political sep- 
aration, Johor would probably have become 
merely an industrial adjunct and dormitory 
town serving metropolitan Singapore. 

The links dictated by economic logic may 
soon be augmented by concrete structures. 
In July, the Malaysian Government finally 
agreed in principle to build a second con- 


necting causeway — a project which Johor 


state has been pushing for many years. De- 
tails of financing have yet to be announced, 
which suggests that it will not be ready for at 
least another five years. Malaysians have 
also been hinting that Singapore should 
shoulder part of the cost, but Singapore re- 
mains unenthusiastic. 

Visionaries in Johor speak of the second 
causeway linking Jurong, the industrial area 
of Singapore, with the state’s almost empty 
east coast near Gelang Patah and amal- 
gamating areas in both countries into a “free 
trade corridor’ within which customs 
checks will be abolished. 

But not everyone in Johor or Kuala Lum- 
pur is enamoured by the influx of Singapo- 
reans. While businessmen and shopkeepers 
in Johor love the Singaporeans superior 
spending power, salaried workers are in- 
creasingly concerned about rising property 
and food prices. 

Despite these problems, Johor's dynamic 
and young chief minister, Tan Sri Muhyid- 
din Yasin, is enthusiastic about Johor be- 
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coming a "newly industrialising state." 
Muhyiddin's enthusiasm has helped Johor 
become the most favoured state in Malaysia 


to foreign investment, according to a US — P 


Embassy report. 

Johor's foreign investment now surpass- 
es that of the Klang Valley, near Kuala Lum- 
pur, the most industrialised part of Malay- 
sia. 

Malays, rather than Chinese, form the 
majority in Johor, but the Johor Malays have 
traditionally been entrepreneurial and out- 


ward-looking. The Johor State Economic E 


Development Corp. (JEDC) is staffed at 
senior levels mainly by Malays and, more in- 
terestingly, by Malay women. Apart from 
investment promotion, the JEDC also acts as 
a sort of “Johor Inc." with direct investments 
and partnerships in many Johor companies. 
With assets of more than a M$1 billion 
(US$371 million) in 1988, JEDC made a net 
profit of M$71.33 million, making it one of 
the most successful state development cor- 
porations in Malaysia. В 

Singapore is the third-largest foreign in- 
vestor in Malaysia, behind Japan and 
Taiwan. And a substantial part of Singa- 
pore's investment goes into the state of 
Johor. The other newly industrialised coun- 
tries such as Taiwan and South Korea, 
which had no investments in the state at all 
as late as 1987, are now coming in force. 

Johor Baru’s offices and shopping 
centres are more reminiscent of Singapore 
than the sprawling low-rise towns that dot 
Malaysia. This is not surprising. With the 
Malaysian dollar now worth only about 75 S 
cents compared to over 90 S cents three 
years ago, Singaporean consumers now jam 
the Causeway in search of cheaper goods. 
Alarmed by the exodus, Singapore recently 
passed a law that all cars going into Johor 
Baru from Singapore must carry at least half 
a tank of petrol (REVIEW, 30 Mar.). 

But the jams remain as heavy as ever, 
since there are other bargains to be had. 
About 50,000 Singaporeans and 18,000 vehi- 
cles cross the Causeway daily; the Singapo- 
rean population is 2.6 million. Tourists, 
mostly Singaporeans, spent an estimated 
M$1 billion in the state last year. 


_ The most important traditional tie is the — 4 
supply of water. Singapore buys untreated 


water from Johor and sells treated water 
back to it. A dam and water works are now 
under construction in Johor with joint Singa- 
pore finance and management. Further- 
more, a natural gas pipeline from Treng- 


ganu to Singapore is in the planning ii 


under a similar arrangement. 
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. 5 Vietnam begins to resume eco- 
|, nomic relations with the West after 
` à decade of isolation, the West is 
- going to find that rather a lot has 
changed since the late 1970. 
Vietnam is now not only committed to 
but also effectively operating a market- 
oriented development model. Equipped 
with a liberal Foreign Investment Law, the 
direction of national policy development is 
now towards an open economy rather than 
autarkic development, so international con- 
tacts must play a crucial role if Vietnam is to 
catch up with the Little Dragons of Asia. 
This is a fundamental change from the 1970s 
when Vietnam was dedicated to rapid in- 
dustrialisation using the traditional Soviet 
development model adopted in the north 
during the 1950s. 
By 1989, most of the central planning ap- 
paratus has either been abolished or simply 
withered away. Almost all goods and ser- 
vices are traded at negotiated prices, though 
there are no effective national markets for la- 
bour and capital. Decentralisation of foreign 
economic contacts has advanced to the point 
at which producers who do not (yet) have 
permission to export directly are free to sell 
to any of the many export-import com- 
panies that are springing up throughout the 
country. Further liberalisation is inevitable 
as the remaining controls interfere with de- 
velopment of internal and overseas mar- 
kets. 

After the major changes of the past 12 
months, it can fairly be argued that no other 
communist country has moved so far in the 
direction of market-oriented economic re- 
form. 

Yet the picture is not entirely rosy. Ques- 
tion marks still surround the country's abil- 
ity to use capital effectively. During the 
| 1990s, once the troops have left Cambodia, 

| Vietnam seems sure to receive substantial 
increases in supplies of foreign resources 
from a number of sources. Shipments of oil 
alone are likely to yield around US$100 mil- 
lion in 1990. 

Such a sharp increase in the flow of over- 
seas resources will place considerable strain 
on the country's absorptive capacity. The 
last two times that Hanoi experienced a 
sharp increase in foreign resource availabili- 
ty were economic disasters — the failed at- 
tempt at "heavy industrialisation" in the 
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|. | entire country after national reunification. 








Vietnam’s mixea 


^. | early 1960s, and the catastrophic imposition. 
_ of the northern development model on he | 
ur E cadres involved in commercial. activities 
It is not.as though the West has had ап 
unblemished reputation in such matters: 





—— аата n ee n e i rnit m n r а il mnn rtr mem m hr а 


By Adam Fforde 


While the Soviet bloc and China were. thé 
sole supporters of the 1980s débâcle, in the 


late 1970s the West helped to finance the am- 
bitious over-investment of the second Five- 
Year Plan (1976-80), extending hard cur- 
rency loans of some US$2 billion before the 
deterioration of Sino-Vietnamese relations, 
Vietnam's accession to Comecon and its mi- 
litary intervention in Cambodia saw almost 
all Western and Chinese aid stopped. 

The extent to which the Vietnamese 
economy is already aid dependent is little 
realised: according to some figures, yearly 
assistance from the Soviet bloc is around 
US$18 a head. This is close to the average for 
countries at Vietnam's per capita GDP. A 
high proportion — according to some ana- 
lysts, all — domestic accumulation is thus al- 
ready aid-financed. A substantial increase in 


Т 


The present Vietnamese 
economic system is the outcome 
of a decade's experimenting 
with a transitionary model 
within which market forces 
coexisted with the direct controls 
of central planning. 


29 
external resource availability is expected. So 
it is perhaps timely to ask — can the country 
and its foreign partners cope? 

Vietnam's ability to absorb foreign re- 
sources should be viewed in the context of 
the mechanisms that exist for mobilising 
and utilising capital. Although developing 
rapidly in certain areas, these are still ex- 
tremely weak. There is no effective capital 
market. There is no national economic deve- 
lopment board to allocate resources on the 
basis of an agreed set of national develop- 
ment priorities. Local authorities are very 
strong in comparison with the central gov- 
emment, with provincial leaders by no 
means the instrument of Hanoi's rule. 

In. the non-commercial state sector, 
cadres often remain dominated by the 
psychology of capital shortage consistent 
with their experience as spenders of budgets 


derived from state revenues. This attitude is 
far rarer — but far from unknown — among 





are now keenly aware ‘of the cost of 


capital. While the private sector remains in- 
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adequately developed, most investment r 
sources are accumulating within the sta 
sector. This is part of the important proce 
of commercialisation of the economy. Т! 
attitudes of state cadres are therefore of cr 
cial importance. Although there has be 
enormous improvement, much still remaii 
to be done. 

There are also major problems on tl 
side of Vietnam's potential foreign partnei 
A common opinion exists that the diffia 
ties encountered in Vietnam are no differe 
from, and no more difficult than those e 
countered elsewhere in the Third Worl 
This "can do” attitude is often based on liti 
in-country exposure and it is normal to fir 
rather different opinions among those wi 
extensive local experience. 

The problem is particularly acute in tl 
implementation, rather than the. negoti 
tion, of aid and infrastructure projects. 
general rule of thumb is that utilisation 
US$1 of assistance requires a Vietname: 
input of US$2. This is not widely enough a 
preciated, and especially in the poorer r 
gions of the north and centre it is nearly ‹ 
ways extremely difficult to avoid over-cor 
mitment on the part of the Vietnamese sid 
Few donors can cope effectively with this 
many simply do not realise the poverty 
the region and the lack of resources on tl 
Vietnamese side. 

Yet over the longer term the outlook is t 
latively good. A comparison with China 
instructive. For a number of reasons, Vi 
nam in 1989 is — contrary to what mar 
people assume — quite unlike China in 197 

First, it starts with over a decade of e 
perience with the transition to a mark« 
oriented economy. 


econd, it has already gone throug! 
and drawn the appropriate le 
sons from, a conservative backla: 
against the effects of marke 
оса reforms. Finally, it has managed: 
get through this without major political uj 
heaval. 

The present Vietnamese economic sy 
tem is the outcome of a decade's expe 
menting with a transitionary model with 
which, market forces coexisted with the с 
rect controls of central planning. This hybr 
grew out of the economic crisis of 1979- 
when, confronted with the spontaneot 
breakdown of the existing economic ma: 
agement system, the. government. intr 
duced tactical concessions. These polici 

tially conservative and not refc 











mist. The rapid inflation and gconomic sta 





| 


ation that subsequently set in effectively 
efeated this thinking, and at the Sixth Party 
ongress of late 1988, the party introduced a 
lanned series of reforms designed to get rid 
f the remaining elements of the central 
lanning system by around 1990. The anti- 
iflationary measures brought in over the 
ast months have simply concluded this 
rogramme ahead of schedule. 

Most importantly for reform, the anti-in- 
ationary policy provided the opportunity 
get rid of the remaining direct controls on 
imost all goods and services. Only power, 
etroleum products and state transport 
ysts are still subject to state direction. Sub- 
dies to state workers have been removed, 
nth the exception of housing. The state 
ow fixes the exchange rate at a level within 
-10% of that on the free market, and key in- 
rest rates are positive in real terms. 

Market forces — albeit rather primitive 
nes — therefore now guide the flows of re- 
»urces throughout most of the economy, 
nd, in the eyes of the party and state, they 
hould. Unlike China in 1979, Vietnam in 
989 has an economic system which is basi- 
ally run according to supply and demand. 

is almost impossible to find state enter- 
rise managers who are not extremely sensi- 
ve to market conditions. However, mar- 
ets for many commodities and services re- 
nain weakly developed and, this creates in- 
witable economic uncertainties. A major 
roblem is the lack of an effective capital 
narket. 

It is worth stressing that Vietnamese eco- 
omic agents draw on a decade of experi- 
nce with profit-seeking commercial ac- 
wities. People are familiar with markets and 

»mmercial calculation. Basically unsound 
tate factories are now clearly revealed as 
wich. If over-priced or poor quality goods 
annot be sold then the reasons why are 
pretty obvious. Hanoi has already formally 
sankrupted two state factories, and many 
aore are dead in the water, and bailed out 
y nobody. Without effective capital mar- 
sets, however, economic agents still find it 
ifficult to assess the cost of capital and this 
as important implications for the absorp- 
ve capacity of the economy. 

The legacies of the past also pose consi- 

erable problems for soaking up incoming 
»sources. In the north, fixed capital dates 
vainly from before 1965. In the south, there 
» the capital stock left over from before 1975. 
ince then the Soviet bloc has carried out a 
abstantial programme to train both cadres 
ind workers. Yet the transferability of such 
echnical skills to a market economy and 
western methods is not always easy or pos- 
able. 


But while any opening up to the West, 


rill allow the country to participate in the re- 
kon's dynamic growth processes, the impact 
Е the Soviet aid e should not be 
inderestimated. In the early 1980s Soviet as- 
wstance moved rapidly away from project 
™pport to concentrate on infrastructure, 
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energy, import support and commercial 
"cooperation." 

It will be very interesting to examine in 
hindsight the development of Vietnamese 
industry through the 1990s. The considera- 
ble over-capacity in many sectors is aggra- 
vated by capital stock which is often out-of- 
date, has been badly maintained and is often 
quite incapable of meeting world quality 
levels. There has already been some re- 
equipping from profits made from exports 
to hard currency areas as well as limited in- 
dustrial rehabilitation assistance, but this 
has not really coped with the overhang. The 
recent shake-up of loss-making factories will 
have alleviated the problem. 


ften the existing capital stock has 
little underlying economic logic. In 
the north and since 1976 in the 
south, much was put in solely as a 
result of the bureaucratic logic of the old sys- 
tem, dominated by the psychology of "in- 
vestment hunger" so familiar in Eastern 
Europe and the Soviet Union. Little atten- 
tion was paid to securing reliable input 
supplies or to satisfying consumer needs. At 
the same time the rigid compartmentalisa- 


=. 





Market forces now at work. 
tion between ministries and between pro- 
vincial departments meant that there was lit- 
tle industrial integration. 

A major element of the reforms has been 
the establishment in principle that there is a 
distinction between state economic manage- 
ment and state administrative functions. 
This tries to get the bureaucracy out of direct 
involvement in the affairs of economic units. 
Almost impossible to implement entirely, 
the principle still makes it easier to apply 
pressure for proper economic calculation 
rather than the bureaucratic “investment 
hunger” which is a basic characteristic of the 
central planning system. 

The commercialisation of the economy 
has meant that economic units — factories, 
companies, unions, cooperatives etc — have 
gone furthest in understanding the logic of 
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business decision-making. In a process that 
started in the beginning of the 1980s, they 
have by now built up considerable experi- 
ence in finding ways of using the various 
bits of capital allocated them by the Kafka- 
esque workings of the system, and few 
managers can now afford to ignore the 
threat of being unable to sell output or to fi- 
nance inputs. Since April this year, many 
have had to stop operating for precisely 
such reasons. 

The development of markets and suppli- 
ers іп an economy such as Vietnam's 
must be expected to give many people 
a bumpy ride as resource flows start to 
stabilise and a far greater degree of inte- 
gration into the world economy occurs. 
Here the government's lack of clear sectoral 
priorities suggests that there will be an initial 
period during which those who have capital 
seek out secure and profitable outfits, labour 
looks for better rewards, farmers reorient to- 
wards cash crops, etc. And there will inevit- 
ably be mistakes, similar to those made else- 
where. 

It is unlikely that proper sector studies 
will be done before major decisions are 
taken, and unsoundly based investments 
are likely to be a tedious feature of the eco- 
nomic landscape through the 1990s. 

So long as basic macro-economic discip- 
line is retained, so that there is no tempta- 
tion to return to direct controls to protect 
favoured sectors, it seems almost certain 
that the logic of market-oriented accumula- 
tion will support a rapid growth and deve- 
lopment of the Vietnamese economy in the 
1990s. The two most difficult parts of the 
transition to a market economy have already 
occurred — first, abolition of the two-price 
system and its corollary, direct controls, 
and, second, development within the econ- 
omy of experience and facility with using 
markets to acquire and dispose of resources. 
This provides a foundation for the further 
development of existing economy, and the 
evolution of capital markets. With a hard- 
working and relatively cheap labour force 
and situated within the most dynamic re- 
gion of the world economy Vietnam is well 
placed for rapid growth. As a latecomer, 
Vietnam can draw upon the valuable experi- 
ences of other countries. One can hope that 
this will also be true in aid policy. 

But problems remain as a result of the le- 
gacy of the past. The over-hang of misplaced 
investments exists in the areas of both 
human and fixed capital. “Software” is 
wrong — wrongly trained cadres whose 
bureaucratic reflexes cannot appreciate 
the logic of commercial investment. And 
“hardware” is scattered around the country 
reflecting those same reflexes. The motto for 
foreigners should therefore simply be — 
caveat donor, caveat investor. а 


Adam Fforde is à development economist 
specialising in Vietnam and resident in Hanoi as 
an adviser to the Swedish Aid Programme. 
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SOUTH KOREA 


New taste for spending 


outh Korean workers have lots 
more won in their wallets after 
three years of double-digit wage in- 
creases. Now they are starting to 
spend it. From the billion-dollar Lotte World 
entertainment complex in Seoul to crowded 
car showrooms in cities and jammed park- 
ing lots at resort hotels, consumer business- 
es are surging. 
° The boom in consumer spending is 
buoying the economy in what has been a re- 
latively sluggish year. First half GNP 
grew only 6.5%, the slowest first-half 
growth since 1981. “The growth was 
led by private consumption, which 
was up almost 10%,” says Assistant 
Trade and Industry Minister Kim 
Chul Soo. Exports so far have been 
flat. 

While exporters are moaning, 
manufacturers can barely keep pace 
with the domestic demand. Sales of 
consumer durables, such as re- 
frigerators, airconditioners and video 
tape recorders have all been ex- 
tremely strong. 

A drive through the increasingly clogged 
streets of Seoul brings home the strength 
of the consumer boom. Cars are back- 
ordered for months from South Korea's 
carmakers, who are struggling to keep up 
with domestic demand for the latest status 
symbol: “my car." More than half a million 
new cars are expected to be rolling along 
South Korea's crowded roads this year, with 
gross domestic vehicle sales up an estimated 
60%. 

Sales of imported cars are also growing 


= 


quickly, though from a tiny base. The Korea 
Automobile Manufacturers Association 
forecasts sales of almost 1,500 foreign cars 
this year. Since about one-third of those cars 
are BMWs and Mercedes-Benzes, which set 
the South Korean buyer back about 
US$100,000 each after tariffs and taxes are 
paid, the locals’ penchant to flaunt their new 
wealth is even more apparent. 

Overall, consumer-goods imports grew 
by one-third during the first half while capi- 


Slower growth forecast 
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tal-goods imports were up only 15%. Im- 
ports of foreign beef and, at least until the 
alar (growth hormone) scare, grapefruits 
were especially strong. 

The government's liberalisation рго- 
gramme has been so successful in cutting 
the trade surplus that officials have begun 
suggesting to the local press that they will 
begin slowing down imports of non-essen- 
tial items, such as consumer goods. The na- 
tional importers association has asked its 
agents to take part in this campaign. 


South Koreans are also starting to tak 
their holidays seriously. Two years ago, 
was heretical for employees to take mor 
than a few days annual leave. Now they ar 
using their full week or, in some cases, tw 
weeks. 

Newspapers and opinion makers cor 
tinue to decry extravagant consumptior 
But their appeals to Confucian frugalit 
seem to be losing their punch. Governmer 
officials are worried that South Koreans a» 

embracing the consumer cultur 
3 with a bit too much gusto. "If [cor 

f sumer spending] accounts for our 7% 
—. growth, then the economy is headet 
for serious trouble," says Koo Boh 
Young, a presidential economic ac 
viser, who worries about flat export 
and weak capital investment. 

Longer term, of course, Koo : 
correct. This year, however, highe 
consumer spending is a needed spui 
for a sluggish — by South Koreas 
standards — economy. The Kore 
Development Institute (KDI) cut ifi 
growth estimates twice in 10 day 
during August and now reckons the GN. 
will grow 7.4% for the year. The institut 
says consumption expenditures will ris 
9.5%. 

The slower growth this year is goo 
news for Seoul's anti-inflation efforts. KDI е» 
pects consumer prices, which rose 7.1% las 
year, to increase a more moderate 6% thi 
year. The government also shows signs « 
easing its restrictive monetary policy. Ir 
terest rates have edged down in recer 
weeks. п Mark Cliffor- 
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Bank Leu, in Zürich since 1755 












Bank Leu, in Hong Kong since 1987 


For those with private assets, 
the past is more certain than 
the future. Bank Leu of Zürich, 
however, established over 
200 years ago, remains a 
monument to strength, stabi- 
lity and tradition. With banking 
secrecy assured, our Repre- 
sentative Office in Hong Kong 
will assist you to place your 
fiduciary time deposits, in 


US$ or other currencies, in 
the secure environment of 
Switzerland. Funds are tax- 
free and can be collateralized, 
so easy access is gua- 
ranteed. 

For more information on how 


Bank Leu 





our past can become your 
future, please contact our 
Hong Kong office. Ask for our 
Senior Representative for the 
Far East, Hans H. Sporn, or 
our Assistant Representative, 
Benedikt Maissen. 
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Bank Leu Ltd 

1705 Two Exchange Square 
8 Connaught Place 

Hong Kong 

Telephone 5-810 7313 


Head office: 
Bahnhofstrasse 32 
P.O. Box 

CH-8022 Zürich 
Telephone 2191111 


GGK Zürich 


With one scan other two-color copiers lea 


| 8800000 Sm 


MINOLTA 

















See Minolta copiers at: 


Australia Océ-Australia Lid. РО Box 196, 89 Tulip St, Cheltenham, Melb. 3192 Phone: 09-584-1011] 
New Zealand Viko Holdings Ltd. 33 Broadway, Newmarket. РО Box 220, Auckland 1 Phone: 03-505-449 А 
Hong Kong Minolta Hong Kong Lid. Room 208, 2/F, Eastern Centre 1065 King's Rood, Quarry Bay Phone: 5-658181 

Singapore Minolta Singapore (PTE) Ltd. 10, Teban Gardens Crescent singapore 2260 Phone: 563-5533 

Thailand Bangkok Business Equipment Automation Co. Ltd. 199/82-84 Vipawadee Rangsit Road, (At Suthisarn Fly-Over), Bongkok 10400 Phone: 271-0213 (5 lines) 


ou in the dark. 


ou a color in between. 


he new Minolta EP4300 with 30-cpm speed makes two- 
‘olor copying faster and easier than ever. Its Simul-Color II 
unction lets you create a two-color copy with as many as 
nree sections in one quick scan. 

In fact, with Simul-Color II you can copy in black, copy in 
‘olor or even erase with a single scan. Just slide the two 
simul Levers to divide your copy's image into sections, 
elect a copy/color/erase pattern and press the Print Key. 
'erfect copies in black plus a color choice of red, blue, sepia 
г green are that simple and fast. 

What's more, this copier remains surprisingly compact 





even when fully equipped. With productive functions like 
Quadruple Zooming Power, Automatic Duplexing, Page-By- 
Page Copying, Image Shift and Frame Erase. 

So contact your Minolta distributor about the new EP4300 
with Simul-Color II. 


Minolta. The simplicity of intelligence. 


SPA SOO 


MINOLTA CAMERA CO. LTD. Reprographic Product Operations 3-13, 2-Chome, Azuchi-Mochi, Chuo-Ku, Osaka 541, Japan 








olwon Santa Office Machines Corp 10th Fi, No 120, Sec. 2, Chien-Kuo North Road, Taipei 10433 Phone: (02) 505-0013 

filippines — Toprosinc Торгоѕ Bidg., Banawe Cor Alok Sts Quezon City, Metro Manila Phone: 73244-21, m 4113, 71H41 15, 71-41 83. 711-41-85, 71-4187, 711-41-89 
dla Methodex Infres Lid. B-/F-1 Mohan Cooperotive Industrial Estate Mathura Road, New Delhi 10044 Phone: 636043 

‘okistan Allied Equipment Lid. First Ноог, Netson Chambers, 11. Chundrigar Rood, G РО Box 680, Karochi! Phone: 219338, 210146 

wangiodesh Brothers International Lid. Nationol Scouts Bhobon, Inner Circular Rood, Какгай Dhaka, G.PO Box 767 Phone: 400042, 404929 










payable in t ; 3. ZI 50 per ‘Share * 


and Listing o on 









у кашыр ode s к 






United Kingdom and the Republic of Ireland Limited 





Manager: Thornton Management (Bermuda) Limited 


Investment Adviser: P.T. Aseam Indonesia 





Arranged by — 





Distributed by 


Биг Securities Limited - 
Merrill. Lynch. International Limited 
Hoare Govett International Securities Limited 





BUSINESS AFFAIRS 








Daewoo’s deadweight 


emocracy was supposed to mean 

the death of South Korea Inc. and 

the birth of the era of the ordinary 

man. But if the tortured story of 
Daewoo Shipbuilding is any indication, the 
traditional government-business disdain for 
common folk is alive and well in the stock- 
market. 

Daewoo Shipbuilding is the behemoth 
whose Won 1.3 trillion (US$1.95 billion) debt 
threatened to pull down the entire Daewoo 
group, the country’s fourth-largest. A gov- 
emment-sponsored bailout, which was fi- 
nally approved last month, has given the 
company some breathing room. But a 
troubling part of the salvage operation calls 
for Daewoo Shipbuilding to be merged into 
sister company Daewoo Heavy by 1992. 

Daewoo Heavy is one of five South Ko- 
rean companies that have issued a converti- 
ible bond (CB) on the Euromarket, and the 
ibond has yo-yoed around on conflicting re- 
ports about the merger. If the merger goes 
ahead, the debt-ridden shipbuilder will be 
folded into a promising company which is 
steadily improving its profits and its busi- 
ness mix. 

The merger would suit shareholders of 
the shipbuilder, which is owned two-thirds 
iby the Daewoo group and one-third by the 
government, since it would give them a bet- 
ter chance of getting some money back from 
what is now an insolvent company. But 
Daewoo has given conflicting messages 
about the merger — some days it is on, some 
days it is not. 

Even if the merger does not occur, 
Daewoo has already said that it will funnel 
to the shipbuilder significant amounts of 
business that by rights should go to Daewoo 
Heavy — particularly aerospace business, 
which analysts had seen as one of Daewoo 
Heavy's most promising growth areas. 
Either way, the prospects for Daewoo 
Heavy look decidedly less promising. 

There has been not a peep of protest 
from local investors in Daewoo Heavy. Ap- 
parently, they knew better than to expect 
South Korea Inc. to die quietly. 

It would be unfair to imagine that 
Daewoo is the only company that would 
think of such a creative way of undercutting 
shareholders' interests. The reflex impulse 
by business and the government bureau- 
cracy has long been to stuff one company 
into another and hope that size swallows the 
problem. 

Looking at these sorts of corporate card 
tricks, fund managers in New York and 
London might be excused for thinking the 
South Koreans аге out to hustle. Right now, 
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however, it looks as if foreign investors are 
an easy mark. Investment managers want 
all the South Korean paper they can get, and 
that has made the South Koreans cocky. 

But South Korean scrip on the foreign 
markets does not leave much room for error: 
the five CBs have spent most of the past six 
months trading at premiums over the com- 
mon stock of more than 100%. 

CB deals with three-digit premiums and 
microscopic yields are going to be harder to 
pull off in the Euromarket, especially as 1992 
approaches, when foreigners will be able to 
buy stocks on the Korea Stock Exchange. 
Still, the deals keep coming. 

Sammi Steel, which is on its way to be- 
coming the world's largest specialty steel- 
maker, is about to issue a US$50 million CB, 
while the largest previous South Korean CB 
issues on the Euromarket have been US$30 
million. And lesser-known companies are 
preening themselves for an international СВ, 
such as Samick Piano and STC, a plastic wrap 
company. Pricing on these issues will be a 
bell-wether of foreign interest in South 
Korea. u Mark Clifford 


Phoenix Pulp and Paper (РРР) is an appro- 
priate name for what is due to be the largest 
issue on the Bangkok exchange this year. 





Having started up in 1982 just in time for the 
economic slump, and under reorganisation 
only months later, the company is coming 
up roses, riding on highest-ever pulp and 
paper prices. 

Underwriters are now testing to see if PPP 
still has the same tenacity. Wanting to make 
a splash in the underwriting market, Nava 
Finance and Securities stunned underwrit- 
ing powerhouse Phatra Thanakit, which 
was expected to lead the issue, by bidding 
Phatra’s proposed Baht 550-650 (US$19.88- 
23.75) range up to Baht 700. Phatra and rival 
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National Finance and Securities then sec- 
ured their place in the deal by bidding up the 
foreign share component to Baht 800, the 
first time a new listing is to be offered with its 
foreign shares at a steep premium. 

This pricing puts the local shares on a his- 
toric price-earnings (p/e) ratio of 17.5, and 
the foreign shares at 20. One of Shroff's ana- 
lyst colleagues suggests this issue will be the 
first in which underwriters are taking the re- 
sponsibility of tapping the market for the 
company's full equity raising potential. 
More common are flotations of steeply un- 
derpriced shares, overexciting the market 
and giving subscribers instant 50-150% pro- 
fits on the first trading day. 

If so, Nava has taken a little glory away 
from the traditional underwriting bosses. 
The signs are there of a big splash: appa- 
rently the foreign shares have already been 
reserved, with offers well over Baht 800, 
based on a 1989 prospective p/e of 13-14. 

But a closer look suggests that the risk is 
high: pulp prices are at their peak, as even 
PPP seems to concede, and the market could 
very well be, too. The problem underwriters 
face, argues one, is that it can be up to 12 
weeks between setting an issue price and 
getting shares to the market. Business plans 
based on the cash raised from the sale of an 
issue must be produced at the start of the 
issue approval process, tying issuers into a 
price months before a flotation. 

One possible outcome was demonstrat- 
ed in the slump of late 1988, when many 
new shares came onto the market at below 
their expected price, and some at below the 
actual sale price. If the issue process could be 
speeded up, issuers could tap the market as 
it is when a listing or capital rise is decided 
upon, not as it might be months later. 

Underpricing has another effect, as 
many punters who like the local finance and 
securities companies know: it gives big 
boosts to the earnings of the underwriters, 
many of whom retain some of the shares for 
their own big capital gains. But it also means 
that less of an issue is available to the public. 

Shroff understands that in response to 
public complaints on the distributions of 
new shares, the Securities Exchange of Thai- 
land (SET) has figuratively slapped the hands 
of a couple of the bigger offenders — one of 
whom is not even a licensed underwriter. 
To make the lesson stick, however, why 
cannot the SET release the names of those re- 
primanded, to make sure they do not do it 
again. Investors would feel much more con- 
fident in an SET known to be policing stand- 
ards, rather than just rumoured to do so. 

= Paul Handley 
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COMPANIES 


Regulators fail to protect minority shareholders 














New Zealand Equities (NZE) has fired 

the first torpedo through the Hong- 
kong securities market's new, stricter reg- 
ulatory edifice. This structure, erected by the 
Hengkong Government at great cost last 
year, was intended to combat market abuses 
that pre-dated the October 1987 crash. 

But a rejuvenated Hongkong Stock Ex- 
change (HKSE) and Securities Futures Com- 
mission (SFC) have proved unable to protect 
the rights of minority shareholders in Hong- 
kong-listed Paladin in its merger with Auck- 
land-based parent NZE. 

The Paladin saga has also focused atten- 
tion on the proper role of merchant 
bankers in advising minorities. 


F inancially troubled investment group 


minorities, agreed to the publication 
of a merger offer document even 
though it made no mention of mate- 
rial litigation or related-party loans. 
Its conduct exposes flaws in the con- 
cept of self-regulation. 

Market regulators, meanwhile, 
have been left with no sanction other 
than a public reprimand and the de- 
listing of Paladin shares. But the 
stock exchange's refusal to list new 
Paladin shares issued to effect the 
merger is a crude device that hits the 
deals victims — the minorities — 
hardest. Paladin's recent shift of its 
domicile to Bermuda rules out any 
action against it for oppression of 
minorities, a recourse that would 
have been available under Hong- 
kong law. To retain some credibility, 
the regulators are under pressure to 
censure Schroders Asia. 

Schroders Asia's actions conform 
to a pattern in Hongkong this year of 
corporate deals that offer the 
maximum benefit to controlling 
shareholders and scant disclosure to 
minorities. Schroders Asia is unusual 
only in offending against even basic pre- 
cepts of disclosure, doggedly resisting the 
SFC's request to alert Paladin minorities to a 
New Zealand court case in which NZE is 
being sued for NZ$21 million (US$12.4 mil- 
lion). 

Astonishingly, the HKSE facilitated the 
Paladin débâcle by letting NZE vote its Pala- 
din shares in favour of the merger, even 
though the deal was a related party transac- 
tion. Even in free-wheeling New Zealand, 
NZE would not have been allowed to vote its 


nientious di 





cision. 

The stock exchange is already under fire 
from merchant bankers for irrelevant ques- 
tioning and lengthy delays in its processing 
of corporate deals. Confidence in the ex- 
change authorities took a dive under the 
one-man leadership of former chairman 
Ronald Li prior to the October 1987 crash. 
Corruption charges have been filed against 
Li, though they have yet to come to court. 
The Paladin affair shows continued im- 
maturity in the stock exchange’s regulatory 
prowess. 

For its part, the SFC has largely ignored is- 
sues of minority protection, while publicis- 


Hongkong's chamber of horrors 


Schroders Asia, advisers to Paladin’s Co 


is 10 date in 1989 





Company 
Dairy Farm 


with a view to relisting elsewhere. 

Laisee, a group of Taiwanese investor 
made a provisional general offer for Palad 
shortly before a 24 August shareholde 
meeting to approve the merger with №7 
They were advised by the merchant bar 
Anglo Chinese, which was set up last ye 
by a breakaway group from Citicorp Inte 
national’s team. Anglo Chinese has carve 
itself a name by opposing miserly privatis 
tion offers. It led a successful attack earli 
this year on Australian businessman Al: 
Bond’s attempts to privatise Hongkon; 
listed Bond Corp. International. 

In the wake of the Laisee bid, the SFC ar 
stock exchange requested that the 24 Augu 
meeting be postponed for two weeks : 
allow Paladin shareholders to consid 
Laisee's offer. 

NZE appears to have been cash-strappec 
Its debt is more than 10 times equity, givin 
a gearing ratio of 1,040%, while its shai 
price has plummeted from NZ$4 prior t 
October 1987 to 35 NZ cents. The Paladi 
deal promised to strengthen NZE's cash flos 
and give it cheaply priced assets. In the ci 
cumstances, NZE may have thought 
had too much to lose by delaying th 
& merger further. Paladin managin 
director Anthony van der Linden re 
fused comment on this scenario. 

In the event, NZE voted its 38.7? 
stake in Paladin to force the merge 


acid pe ee — ion through. Based on NZE's market pric 
Jardine relating to pricing when the deal was announced, th 
Matheson shares issued : 

fick disciosed merger offer of five Paladin for tw 





ing fines levied on small-time offenders who 
have advertised investments without a li- 
cence. But the $ЕС'$ case for a statutory 
regulatory framework will now be 
strengthened. 

The Paladin affair is rooted in the 
intensely competitive nature of Hongkong 
merchant banking and the poor ratings — 
the region's lowest — that are bestowed 
on Hongkong stocks. They provide an 
incentive for controlling shareholders 
to privatise their assets cheaply, often 
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NZE shares valued Paladin at 62.5 HI 
cents (8 US cents) a share. This was. 
35% discount to Paladin's post- 
June market price of 96 HK cents or 
60% discount to Paladin's own est 
mate of a HK$1.53 net asset valu 
(NAV) a share (a figure revealed onb 
after the merger meeting). 


ust days after the merger dea 
was agreed, Paladin's annual re 
port was released. This showec 
at Paladin had granted a previ 
ously unpublicised HK$115 millior 
loan to NZE. Van der Linden says the 
loan dates to March 1987, noting tha 
NZE has also granted Paladin a one 
year interest-free HK$56.8 millior 
loan. 

Also not disclosed was a court ac 
tion in New Zealand in which 17 
pensioners and pension fund members o! 
UEB Industries, a NZE subsidiary, are suing 
NZE for NZ$21 million. The action was in- 
itiated in February this year, and hearings 
began in the Auckland High Court in early 
August. 

The NZ$21 million was deducted from 
the UEB pension fund and has already been 
credited to NZE's profit and loss account. 
The pension fund is being wound up and 
NZE believes the money is surplus to the 
fund's needs. The pensioners say the surplus 
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dissi тә ers 


the fruit of good investment and is theirs. 

Schroders Asia’s Francis Jackson de- 
ned comment. “For reasons I can't go 
ito, we were advised not to draw share- 
wlders’ attention to the court case in New 
wealand," he said. 

But an angry Paladin shareholder has 
Wed a writ in the Hongkong High Court 
wainst Paladin directors and Schroders 
»sia alleging breach of fiduciary duty. 
he writ asks that the merger meeting be 
wided or, alternatively, that damages be 
warded. 

The role of merchant bankers and the 
wotection of minorities is one of the most 
essing regulatory issues in Hongkong. 
learly, merchant bankers who advise 
ninorities should be bound by a code of 
j»nduct. Such a code, however, presents 
woblems. Is, for example, a privatisation 
air when pitched at a 30% discount to NAV 
iut unfair at 40%? 


But rules on acceptable standards of dis- 
closure and related-party activity should be 
drafted. Related party transactions lie at the 
root of the need for better regulation in 
Hongkong. A number of such deals in the 
past year have given rise to concern. 

Li Ka-shing's Cheung Kong group prob- 
ably privatised cement company Green Is- 
land Cement, and bought quarner Ander- 
son Asia from associate Hutchison Wham- 
poa, on less than six times forward earnings. 
And food retailer Dairy Farm issued new 
shares to buy convenience store chain 7-Ele- 
ven from its ultimate holding company, Jar- 
dine Matheson, at a price that seemed cheap 
when Dairy Farm's earings were sub- 
sequently disclosed. 

The market, however, will prove the 
strongest force in winning better treatment 
for minorities. William Cheng Kai-man's 
current offer to privatise property company 
Shun Ho Investments at HK$2.20 a share 





"ARKETS 


ашап s stockmarket ignores bad news 


Too big to bear 


ty Jonathan Moore in Taipei 
he Taiwan stockmarket is proving its 
| mettle again, having just had its most 
remarkable week ever, with turnover 
ind the market index soaring to new records 
'espite recurrent bad news. 

Market turnover reached a staggering 
XT$194 billion (US$7.59 billion) on 28 Au- 
ust, making it the busiest market in the 
vorld, ahead of New York and Tokyo. 
About 4.5% of all outstanding shares were 
raded on that day. The value of the shares 
nat changed hands amounted to about 
3% of Taiwan's 1988 GNP, The next day, 
ne market reached its highest point since 19 
une and marked the third consecutive day 
he index closed above the 10,000 mark. 

The high levels are all the more astonish- 
ng in the light of repeated market-cooling 
ews from the government. In recent 
veeks, market regulators have announced 
rackdowns on illegal nominee accounts 
nd margin lending — they have even 
aided some small underground investment 
rms. In May the Securities and Exchange 
‘ommission filed what turned out to be the 
vorld’s second-largest insider-trading case. 
he Bureau of Investigation reported that a 
redit cooperative was suspected of illegally 
nding NT$100 million for stock loans. 

As in the past, investors shrugged it all 
ff. Instead, the market, characteristically 
uoyed by Taiwan's excessive liquidity and 
ambling fervour, has become even more 
xtreme. * 
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New money has come into the market 
since underground investment houses have 
ceased taking deposits to comply with a re- 
cently passed banking law, according to 
market sources. Also, a police crackdown on 
illegal lotteries has freed up speculative 
funds. The most ready outlet for the money 
is the stockmarket. The result is a rise in 
turnover. 

The stockmarket is a focal point in 
Taiwan society, and, increasingly, in politics 
as well. With elections due in December, the 
ruling Kuomintang fears either a market 
crash or a superheated bull run. True to 
form, the government is trying to steer the 
market along a middle course. 





FAR EASTERN ECONOMIC REVIEW 





looks absurd when measured against ana- 
lysts' estimates of an NAV of HK$4, not to 
mention Cheng's own placement of shares 
at HK$2.575 through broker Crosby Sec- 
urities in May this vear. Cheng has been un- 
able to find a merchant bank willing to back 
his deal. 

A bid by property company New World 
Development for the minorities’ 27% stake 
in contractor Shui On also looks far too 
cheaply priced. Whether a blocking play 
emerges in Shui On’s case remains to be 
seen as New World is one of Hongkong's 
leading companies. 

For hungry merchant bankers, though, 
fighting privatisation plays is a growth area. 
According to Anglo Chinese’s Stephen 
Clark: “The era of compliant minorities’ ad- 
vice is coming to an end. It’s a double-edged 
sword because we're on both sides. But it's a 
good thing for a controlling shareholder to 
be more careful." * 


Analysts point to a pattern of news and 
market policy announcements coming from 
the government during market upswings, 
especially at levels around the sensitive 
10,000 level. Investors, determined to bid 
stock prices higher, appear to be in a spar- 
ring match with the government, though 
both sides are pulling their punches. 

The government is constrained in its abil- 
ity to cool the market because it fears rash ac- 
tions will trigger a sell-off. “There have been 
lots of harsh-sounding pronouncements 
without a lot of follow through,” said a stock 
analyst in Taipei. 

He cited the Ministry of Finance’s (MOF) 
failure to pursue the large, underground in- 
vestment companies following the 11 July 
passing of a statute that outlawed the grey- 
market lenders. 

Meanwhile, investors’ defiant confi- 
dence that they will be spared rash market- 
cooling action by the government has been 
tempered by general uncertainty over a new 
stock tax proposal and elections. The market 
is also naturally consolidating at the 10,000 
barrier, analysts noted. The dampened en- 
thusiasm was aided by a well-known local 


= astrologer's prediction of an imminent mar- 


ket crash. 

But the market, while currently stable, 
has become more short term and specula- 
tive than in the past. "It's more short term 
than ever now," said Danny Chan, manag- 
ing director of Fidelity International's Taipei 
office. "At least in the past they were hold- 
ing their stocks for three days or so. Now 
they'll buy and sell in the same day." 

Speculative investors are also buying 
chancier stocks than ever. In the past few 
months, attention has shifted to the small 
fry listed on the Taiwan Stock Exchange's 
second category. The attraction is that, 
though of lesser technical quality, the limit- 
ed proportion of traded scrip makes it easier 
to ramp their shares. One popular B Class 





from around NT$80 to NT$436 this year 
alone. 

The market's big players have been hit- 
ting the heavily weighted bank stocks in an 
effort to push the index over the 10,000 
mark. 

The market showed its resilience follow- 
ing the dramatic announcement by the MOF 
that it would levy a 2% transaction tax on all 
stock trades instead of the current capital- 
gains tax. 

The current system — which when an- 
nounced last September caused a market 
crash — taxes as regular income all profits 
on stock sales in excess of NT$10 million. 


COMPANIES 


stock, Bao. Ku Construction Co., has risen 









This is a major cause of the proliferation of 


dummy stock accounts, which investors use 
to avoid taxation. The new tax would be 
easier to administer, harder to avoid and less 
selective. It would also raise across-the- 
board the cost of investing, especially for 
short-term trading. 

Investors would pay the 2% tax as 
well as a 0.15% stamp tax on sales, making 
stock purchasing around 14 times more ex- 
pensive than at present. Under the current 
system, with only 0.15% trading commis- 
sion and a 0.1595 tax, investors can recoup 
their costs with only a slight rise in stock 

rices. 
“The low commissions encourage the 





Hongkong company offers Hooker eleventh-hour rescue 





| a Hongkong company forming part 
of Lo Yuk-sui's Century City group, to res- 
cue Hooker Corp. is being treated with cau- 
tion by Australian banks and other cre- 
ditors. 

An earlier rescue attempt, by Hooker it- 
self, failed when the creditor banks decided 
there was insufficient collateral to warrant 
extending more credit. The giant property 
and retailing group was put in the hands of a 
provisional liquidator in July. 

Despite the fact that the original confi- 
dential proposal, put through Wardley Aus- 
tralia and quickly leaked to the press, asked 
for a response by 4 September, no clear pic- 
ture has emerged as to the banks' attitude. 
Wardley denies that the offer was subject to 
a "take it or leave it" deadline, the 4 Sep- 
tember response time being merely a re- 
quest that the offer be treated with some 
urgency. 

The proposal is aimed at preventing the 
break-up and sale of Hooker assets, many of 
which are in the US. Richfield is offering to 
lend the liquidator A$100 million (US$76.1 
million) as working capital "to signal to staff 
and predators that Hooker can be rescued 
and that funds are available for the pur- 
pose." 

Richfield's “working capital" would be in 
the form of a loan to the liquidator, which 
would enjoy precedence over other cre- 
ditors' claims. It therefore represents no real 
risk for Richfield. Some business sources 
here have suggested that major exposed 
Australian banks, including ANZ, which is 
exposed to the tune of more than A$100 mil- 
lion, Westpac, National Bank of Australia 
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Victoria, would be more impressed by see- 
ing some cash upfront. 

Hooker, which started as a chain of real- 
estate agencies, was transformed by Ruma- 
nian-born George Herscu into one of Aus- 
tralia's largest property empires. His prob- 
lems — and the massive and eventually un- 
serviceable debt which brought about the 
group's collapse — stemmed from his US 
ambitions and his push into shopping mall 
retailing. Herscu had no US expertise and 
made massive miscalculations in the prop- 
erty market there. | 

The Richfield offer hinges on creditors 
holding fire during a period of review which 
would last until 30 November. Richfield 
would then — depending on the outcome of 
the review — offer a reconstruction plan 
which would involve the sale of "various 
Hooker assets" and the acquisition by 
Richfield of not less than 65% of the corpora- 
tion. 

During the review period, Richfield 
proposes to provide senior expert manage- 
ment to work in parallel with the provisional 
liquidator, while Wardley James Capel Cor- 
porate Finance would act as corporate ad- 
viser and Ernst and Young as reporting ac- 
countantsforRichfield. — 

Wardley Australia managing director Bill 
Beerworth told the REVIEW that the proposal 
would reintroduce value to currently almost 
worthless Hooker shares, and allow 
Hooker's assets to be sold for much better 
value than is likely now. He said that re- 
sponse from the creditor banks had been 
"very encouraging" with a number — not 
identified. — expressing unqualified sup- 
port, while others had asked for more infor- 
mation. So far no major creditor has com- 
mented publicly. 
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same-day trading that goes on here," sa 


foreign stock analyst in Taipei. “That's 1 
so much money pours through this ma 
— no one cares about the long-term view 
cause buying and selling is so cheap." 

The proposed stock tax looks likel 
bring volume levels way down, a frigh 
ing prospect for Taiwan’s 130 or so bro 
ages which, because of the small comi 
sions, must have high turnover levels to: 
vive. Legislators and investors have assa 
the size of the tax but not the tax itself, ү 
posing levels of 1% or 0.5% instead. ' 
MOF may have proposed the higher leve 
give itself a better position from which 
bargain. 


A Richfield source described as “abso. 
rubbish" suggestions that Hongkong-ba 
Australian businessman Bill Wyllie or | 
Ming-tee were involved in engineering 
Hooker rescue proposal though they b 
have minority holdings in Regal Hotels, ү 
of the Century City group. Some years 
fore it collapsed, Lee expressed interes: 
buying Hooker. 


Christopher Marchand writes in Hongkc 
It comes as no surprise that Lo Yuk- 
is putting as little money as possible upfrc 
Lo, who was publicly denounced by 
father Lo Ying-shek, founder of the Gi 
Eagle property group, when he wres 
control of the family's hotel interests fr 
the family some four years ago, made a si 
larly tentative bid last year for Hongko 
listed Hongkong & Shanghai Hotels. 

As with Hooker, Hongkong & Shang 
Hotels was a far weightier company tt 
the lightweight Cathay City, the compa 
Lo used in the bid. The current capitalisati 
of Lo's group of companies is some 
billion (US$641 million), but Richfield Int 
national — the company Lo is using in 1 
Hooker play — is capitalised at just HK$: 
million. | 

The Hongkong & Shanghai Hotels b 
also advised by Wardley Corporate Finan: 
was widely condemned as amateurishly « 
signed and handled. Lo did not place mu 
cash on the table, relying instead on an of 
of Cathay City shares. Lo also took an init 
stake of just 1% in Hongkong & Ѕћапрі 
Hotels. His bid quickly fizzled out after t 
Kadoorie family, controllers of Hongkong 
Shanghai Hotels, launched a counter-offe 

Lo has made the bulk of his money frc 
Regal Hotels, a hotel chain acquired from 
family which has three upmarket hotels 
Hongkong and a fourth under constructio 
However, he is winning a reputation f 
showing greater interest in corporate. 
nance plays than in the hotel business. T 
has diversified into North America with tl 
purchase of the Aircoa hotel chain, now т 
named the Regal Aircoa, for C$50 millic 
(U5$42.7 million). Richfield also owns.re 
estate in Los Angeles. . "ue 
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hina postpones visit of 
outh Korean delegation 


China postponed the visit of a powerful 
»uth Korean delegation scheduled for 5-12 
»ptember, with Peking saying the country 
as “not prepared" for the party, which 
cluded Daewoo chairman Kim Woo 
hoong, whose company has a large 
'frigerator assembly operation in Fujian 
соуіпсе, and Cho Choong Hoon, 
airman of the Hanjin group that operates 
orean Air which recently made its first 
narter flight to China. The Seoul-based 
aternational Private Economic Council of 
orea, which oversees trade and 
ivestment in the socialist bloc, said that 
hina offered no further explanation. 


*hilippine trade deficit 
worsens in first half 


The Philippines' trade deficit has 
лаепеа to US$1.17 billion during the first 
«alf of the year, nearly twice that for the 
ame period in 1988. The central bank said 
^e worsening deficit was largely due to 
nports of capital equipment, including 
sew aircraft for Philippine Airlines and 
quipment for the National Power Corp. 
ind the Philippine Long Distance 
elephone Co. The trade deficit expanded 
»e current-account deficit to US$835 
лол. This has aggravated pressure on 
ле peso, which has deteriorated to 
$21.97:USS$1. 


dalaysia to ban 
saw rattan exports 


Kuala Lumpur will ban exports of raw 
нап from Peninsular Malaysia starting 1 
Jecember. The ban, which follows similar 
oves by Indonesia, Thailand and the 
"hilippines in the past few years, is an 
tempt to promote the domestic rattan 
arniture industry. Primary Industries 
Minister Datuk Seri Lim Keng Yaik said on 1 
weptember that Sabah and Sarawak would 
»e exempted from the ban for the present 
»ecause their furniture industries were 
»elatively underdeveloped. Malaysia's 
»attan exports for the first four months of 
9989 totalled 6,940 tonnes, compared with 
„154 tonnes for all of 1988. 


‘hina imposes steep rise 

m domestic travel fares 
China raised fares on domestic air, rail 

land boat passenger services by up to 120% 
"жопа 5 September. The State Council said 

ares were too low and as a result there was 

sufficient income to upgrade equipment 
tend improve safety. Train fares, which 
"weraged a 112% rise, had not changed 
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since the 1950s. Foreign travellers, who 
already pay as much as double the fares the 
Chinese pay, are expected to have to pay 
much more, though official reports have not 
indicated whether the rise will be on parity 
with that for Chinese citizens. 


Taiwan relaxes inward 
currency controls 

> Taiwan's central bank lifted the ceiling 
on inward foreign-exchange remittances 
from US$200,000 to US$500,000 as part of a 
move to further internationalise Taiwan's 
markets. The maximum a Taiwan resident 
may remit overseas remains unchanged at 
US$5 million. Taiwan has been slower to 
relax inward than outward controls to limit 
speculation in the NT dollar. Central bank 
governor Samuel Shieh said the NT dollar's 
stability made relaxation possible. The 
move will encourage Taiwan overseas 
investment because the repatriation of 
profits will be easier. 


Business indicators 
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Sime Darby announces 

big jump in profits 

> Malaysian plantations, property and 
manufacturing conglomerate Sime Darby 
has announced a one-for-two bonus issue 
in conjunction with its latest unaudited 
annual results, which show a 64% jump in 
pre-tax profit. The bonus issue will be 


capitalised from the share premium account 


and will involve the issue of 518.3 million 
new 50 M cents (19 US cents) shares, 
bringing the total paid-up capital to 
M$777.4 million. Net tangible assets a 
share will drop from M$2.16 to M$1.44. 
Investors on the Kuala Lumpur Stock 
Exchange reacted strongly to the 
announcement, trading the share up 43 M 
cents to M$5.05. 
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Bank merger prompts 
insider-trading inquiry 

> Japan's Finance Ministry and the Tokyo 
Stock Exchange are investigating whether 
insider trading occurred in the shares of 
Taiyo Kobe Bank more than six weeks 
before the announcement on 29 August 
that it was to merge with Mitsui Bank. 
Officials are paying closest attention to 
Shinyei Ishino Securities, an affiliate of 
Taiyo Kobe which brokered the net 
purchase of almost 12 million shares in the 
bank at the start of July. 


Four Tokyo banks ordered 

to pay extra taxes 

> The Tokyo taxation bureau has ordered 
four city banks to pay additional tax after 
they transferred bond-dealing profits to 
their overseas subsidiaries which had 
incurred heavy losses in the stockmarket 
crash of October 1987. Dai-Ichi Kangyo 
Bank paid a penalty tax of #550 million 
(US$3.8 million) and Fuji Bank ¥ 100 
million. At least three of the subsidiaries lost 
¥1 billion each in the crash and faced the 
possibility of losing their membership of the 
London-based securities dealers' 
association. 


Commission clears takeover 
of New Zealand Steel 


> The New Zealand Commerce 
Commission has cleared the takeover of 
New Zealand Steel (NZS) headed by a BHP 
consortium from Australia. BHP holds a 31% 
interest and a BHP associate, Steel and Tube 
Holdings, has a 25% interest. The 
commission found that there were 
adequate alternative supply sources in New 
Zealand to provide competition from the 
merged group. However, the takeover still 
has to clear hurdles in Australia. The 
Australian Trade Practices Commission 
(TPC) has taken court action to force BHP and 
its associates to divest its NZS shares. Rival 
New Zealand bidder Fletcher Challenge 
also is continuing a challenge before the TPC. 


South Korea to import 
more LNG from Indonesia 


> South Korea is discussing doubling its 
imports of liquified natural gas (LNG) from 
Indonesia, according to South Korean 
Minister for Energy and Resources Bong, 
Suh Lee. South Korea, which currently 
buys 2 million tonnes of LNG a year from 
Indonesia, is looking to import up to 4 
million tonnes by 1995. Indonesia exports 
16 million tonnes of LNG a year to Japan. It is 
expanding production facilities in Sumatra 
and Kalimantan. 
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PRICES AND TRENDS 


Bond yields (%) 


Commodities 





Last sale to 4 Sept. Latest Previousweek 3months ago Year ago Average of representative high-grade issues 
Gold London (2) 359.25 359.65 366.25 427.75 4 Sept. Latest 1 month ago 6 months ago 
Copper New York (3) US$ 
Current delivery (Sept.) 131.95 136.30 111.50 101.80 Domestic 3-5 yearst 8.30 8.02 9.45 
Dec delivery 128 95 7-10 yearst 825 a e 
International 3-5 years? 8.45 i 
mimm London (7) : — 7-10 yearst 839 812 957 
urtent delivery (Sept ) 1.865 00 1.865 00 2.375 00 2 538 90 
Tin Kuala Lumpur (1) 2297 2232 27 18 2010 Yen ; T" - m 
Domestic уваг5ї 1 
Cotton New York (3) 10 yearst 515 508 511 
Current delivery (Oct ) 7355 76:15 67:36 53:08 International 3-5 yearst 510 502 475 
Dec. delivery 1442 7-10 yearst 504 502 508 
Rubber Kuala Lumpur (8) 
Current delivery (Od.) 238.00 239.50 261.00 331.50 От 
Dec: delivery 239 00 Domestic 3-5 years" na na na 
10 years" па. па. na 
e Jite пака (11) 370.00 370.00 370.00 310.00 intemationsi 3-5 yearst 702 670 6 98 
Palm Oil Kuala Lumpur (4) 7-10 yearst 6.94 6.67 6.91 
Current delivery (Sept) 685.00 71200 905.00 976,00 
Now delivery 697 00 AS 
Domestic 3 yearst 14.13 1397 1470 
Sugar i New York (3) 10 yearst 1316 1291 1355 
Jan. delivery 1261 7-10 yearst 1359 1367 14.16 
Pepper Singapore (9) 
Sarawak Asta bik 100% 407 50 41000 550 00 47750 C$ 
Domestic 3 years” 10.21 9.49 11.34 
-— (Sept ) — 386 00 390 40 39120 39960 TO years” 965 310 10.78 
Dec del a 300.20 international — — 3-5 years? 10.07 9.69 1124 
| 7-10 yearst 9.83 9.50 10.93 
Maize Chicago (6) 
Current delivery (Sept) 234.40 232.60 262.20 289.00 £ 
Dec delivery 236 60 Domestic 3 yearst na na na 
10 yeasst па. 1а. па. 
Rice Bangkok (7) 
ке International 3-5 yearst 1117 1107 10.77 
5% white fob 360 00 360 00 31500 305 00 7-10 years} 10.52 1047 1027 
Soyabeans Chicago (5) 
Current delivery (Sept ) 568 00 5/9 40 706 40 669.00 NZ$ 
NOV, delivery 587.40 Domestic 3-5 yearst 12.10 13.11 13.30 
- , 7-10 yearst 11.94 12.22 13.35 
Current delivery (Sept ) emt 1,143.00 1.066 00 1.15800 1202.00 International т: years” 195, eS ve 
Dec delivery 1.14900 ner | 
Cotfee New York (3) SFr 
Current delivery (Sept, ) 86,50 79.06 130.36 122.70 3-5 yearst 6.11 554 5.55 
Dec delivery 8576 7-10 yearst 587 548 5.60 
Petroleum ECU 
Sumatran tight Tokyo (10) 16 80 16.80 17:95 14:35 
Brent London (10) 1705 17.05 18.60 13.75 А: ы oa ce 5 
(1M$akg (2)US$anoe (3) US¢alb (4) M$ a torine (5) US¢ a 6O Ib bushel (6) US¢ a 56 Ib bushel TT ET Cas Tik 


(FUSS atonne (B)PSST,MEakg (9)S$a 100 kg (10) USS a barrel” (11) BWD. Chittagong/Mongla, USS a tonne 
Source Telerate international Jute Organesation 





Economic indicators, selected Asian countries 


Australia China Hongkong India Indonesia Japan Malaysia 
Economic Growth % (real (1) 
1988 122 15 3 38 575 87 
1989 24-35 5-6 4-6 94) 3-5 45 7-85 
International Reserves (5) 
Latest 05512500 (Jung) US$18.47b (May) па. 594.400 (June) 594.850 (Mar.) US$88.54b (June) US$6. 16b (Apt.) 
Year earlier US$12 44b US$18 820 na US$4 88b uS$5 41b US$86 89b US$6 22b 
Trade Balance (1012! merchandise) 
Latest 3 months —U5$1-04b (Jan -Mat.) -- —US$3.890 (Apr -June) —4U5$0 04b (May-July) —US$1 39b(Noav-Jan) -US$2.81b(9)(Jan-Mar) -«uS$15300(6) (May-July) *-S$0 880 (Dec -Feb ) 
Previous 3 manths —US$1.01b US$1.89b -US$1.24b —L5$1.62b +US$2.27b +US$21.260 * US$1.04b 
Year earher *-US$0 31b —US$0 5?h --S$0 480 ={)5$1 370 +US$2 1% *-US$18 16b +US$1 24h 
Exports (7) . 
Latest 3 months US$8 520 US$12 59b US$18 86b U5$3 46b US$5 12b(9) US$65.86b(6) US$5 33b 
% charge previous 3 months 33 +302 +175 +42 -10 ~8.6 ~0,4 
% change year earlier -31 +40 *192 +174 +52 +03 +191 
Imports (8) - 
Latest 3 months US$9 56b US$16 48b US$18 90b 994-850 US$2 315(9) US$50 56b(6) US$4 45h 
% change previous 3 months 22 +425 +93 -19 204 +05 +23 
% change year earher +133 +301 4159 +125 =137 +65 +346 
Consumer Prices 
Base duly 80-June61=100 — Jan 1988-100 Oct 84-5ері 85 100(2) 1960— 100 Apr.7 7-Маг. 78—100 1985-100 1980100 
418513 montis index average 192 6 (Apr.-Jung) 127.4(12) Шап.) 129.5 (May-July) 819.67 (Nov.-Jan.) 330.19 (Aps.-June) 104.2 (May-July) 132.7 (Jan.-Mar.) 
% change previous 3 months +24 na +26 +15 +25 +19 +08 
% change year ealier +17 +214 +107 +88 +43 +30 +33 
Money Supply (3) 
Lalest A$165.000(10) (June) Amb 955.96b (Od.-Dec.).HK$377.57b (July) Rs 1.951010) (Apr.) Ros 41.271 (Jan.) 3 426.861 (June) М$61.490 (Feb.) 
% change previous month +4) na +05 +28 =17 +07 -05 
% change year earlier +26.8 420.14 +168 +188 +204 +94 +72 


(1) Ofhcial and other estinates of GDP (GNP in Japan) - (2) Consumer Price Index А (3) M2 or currency plus bank deposits (4) To March: (5) IMF definition of reserves minus gold except for Singapore (6) Customs basis (7) fol 
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4 Sept. US$1 Worth Banknote rate’  Officialrate — Spotratet Previous weekt 3monthsagot Year agot Five Year Currency 
Australia dollar 1.3167 1,315 1.314 1.319 1.319 1.249 
taka 28 95 32.15 na na na na 200- 
Britain pound 0.6463 0.65 0.644 0.639 0625 0.593 
Brune: dollar 1974 +97 na na na na 180- 
Burma kyal 20.50 6.70 na na па 14.988 160- 
Canada dollar 11817 1181 11817 1:175 12054 1236 
France franc 6 689 6.674 66675 66145 6.593 6.297 140- 
Hongkong dollar 7.8095 780 7909 78085 178 7.808 
India rupee 1885 1665 16675 1665 16 304 14 30 120- 
Indonesia rupiah 1,695.00 1,780.00 1,788.00 1,785.00 177100 1,700.00 100- = 
Japan vn 146 75 145 90 146,15 144 30 14671 133 995 007 ~ 
Macau pataca 8.045 8.05 ha ha. na. na gij- **« 
Malaysia dollar 2703 26% 2.7005 2694 269? 2 6685 
Nepal rupee 25.00 24.00 па ла ha. па 60- Hongkong 
New Zealand dollar 1 7036 1.682 16915 1701 1706 1.609 4) 
Pakistan rupee 21.70 20.95 21.0289 21.0289 2107 17.83 T 
Papua N б hina 0802 087 0.8726 ( 869 na na 1985 1986 1987 1988 1989 
Philippines peso 2191 2190 2202 22.22 2150 21.08 (end увагь 
Singapore dollar 13974 197 1.9722 1.969 1947 2.039 
South Korea won 667 00 665 00 669 90 669 20 666 50 72130 
Sri Lanka rupee 31.00 35.65 37.91 36.39 34.095 32927 Monthly/Weekly Summary 
Switzerland franc 17125 1 708 1 708 +6935 16105 15578 
Taiwan NT dollar 25.75 25.60 25.69 25.70 25.94 28.81 200- 
Thailand baht 26 0? 25:90 25.98 2597 25 86 25 58 
Wesi Germany — mark 1.983 1.979 1.982 1.9645 1941 1.8525 LI 
Communist countries: China US$ Rmo 3 722 HK$-Rmb 0476 Soviet Union US$ — Rouble 0 6439 Laos US$ = Kip 583 00 160- 
Vietnam US$ Dong 3,900.00 Cambodia US$ Riel 150.00 
Other SORT US$ 124652 ECUI-US$10497 5$1—M$1.369- £1 HK$12.14 140- m a a ee - 
3months forward: Japan ¥ 145.855 Hongkong HK$7.808 Singapore S$1.9556 120- = 
tMiddie rale "Selling rale Sauce: Telerale for spot and forward rates from Asian money markets, Republic Nahonal Bank ol New York and 
Hongkong Bank for banknote selling rates on the Hongkong market and Deak International Lid for official rates 
interest rates (9%) 
Prime 1-yeartreasury Interbank Interbank Interbank —  Eurocurrency and Asian currency 0 
4Sept. — lending bills/bondst 1 топіћ} 3monthst Gmonthst unit deposit ratesf kly values) 1989 
Australia 1975 17625 — 1785 17375 1 3 6 7 npe eon 
Butan 1400 - 139375 139375 13.9375 month months months months 
NN — = А еол —- 879 — 289—105 a 
- ve Year Currenc 
Japan M | 56875 55625 — 55655 онны 139375 139375 1393975 13625 : 
Malaysia _ 67 510 53) 545 Yon 55605 550 54375 5375 120- mar RR 
New Zealand 15.75 13:30 13.12 1305 Singapore 
Philippines... 19.00 24 483 16.25 1525 15.875 Swiss РІ. 725 1.25 725 7.3125 110- = Malaysia 
ingapore UM 
Suns 50 15 9 35 Dm 70625 71875 73125 73125 90- ipi TA 
Taiwan — 1050 320 " : 
Theiland 1250 740 1150 i200 = A$ 16375 1650 1650 165625 80 Thailand 
US 10.50 8213 900 900 8.9375 C$ 123125 121875 1175 . 110525 70- Indonesia 
"Long term — “Short term. Offered rale Source: Telerate 60- 
40- SCC CCC Cees 
Philippines Singapore South Korea Taiwan Thailand 20 
„чё nigeeeU e UA URN ТЗ MET LEX UEM 
1985 1986 1987 1988 1989 
67 11 110 73 103-110 (end year) 
5-7 6-5 6-8 6-7 B-10 
US$0.52b (June) US$17 770 x.) US$15.770 (June) US$74.96b (May) US$7.74b (june) Monthly/Weekly Summary 
US$0.62b US$15.906 US$8 98b US$74 32) US$4 91b ^ 
1 | سے‎ 
ت‎ | i : | , hv. Singapore 
5990.450 (Jan Mar.) US$1 44b (Apr June) US$0 28006) (June-Aug) +US$4.19b (May-July) US$1 16b (Feb -Apr.) 110- 
-U5$0.155 —-US$1 42b ~US$0.12b +US$2.91b ~ US$0.58b 
-US$0 23b =US$1,18b -US$1 950 *US$3320 —US$0.90b 90- 
80- Thailand 
US$1 77b US$11 090 US$15 940(6) US$17 93b USA 51b — — IB EE eee 
~80 +117 +6.1 +177 -05 -— — 2 
+142 +151 +24 $127 +230 60- Malaysia 
US$2 22h US$12 53b US$16 22046) US$13 740 US$5 68b 40- Philippines 
410 +104 +74 «115 411.1 30- 
+243 +158 +197 £91 +241 Indonesia 
20- ےم‎ 
1978=100 June 82-May 83=100 —— 1985-100 1986 = 100 196—100 A.M. 3 4 Wis 0 
432.3 (Aps.-June) 106.6 (Apr.-June) 118.6 (Mar.-May) 105.9 (May-July) 217.5(Mar.-May) (weekly values) 1989 
*19 +14 +17 F11 +13 
+88 +24 +54 +45 +40 
Weighted for 1987 trade with t tries shown plus the 
2207 30 ure) 5646.72 (June) Won 49.384 (June) NT$5:28i (june) Baht 1.021. 1b (Apr) eee ieee дың е 
+1 +29 +05 +17 +17 
+109 951 174 4170 4214 Figures are for the week ended 1 September 


(B) cit (9) Excluding petroleum (10) МЗ (11) % change over past 3 months (12) Опе month Source Oficial statishes 
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STOCKMARKETS 


" a a Bangkok rockets despite inflation warning а а а bargain-hunters 
hunt around Singapore а u a Seoul and Taipei stay steady u а а dull days in Tokyo 
a а little life in Hongkong in period ending 5 September а а а 


Nikkel Stock Average, 34,441.95 
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Hongkong 





Hang Seng Index, 2,572.41 
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Singapore 
All Shares index, 365.04 
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Kuala Lumpur 
KLSE Composite Index, 474.54 
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Bangkok 
SET Index, 697.05 
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Composite Index, 1,151.98 
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Shares slipped with prices depressed by 
some poor corporate results and the weak 
yen. The Mitsui-Taiyo Kobe bank merger 
put life into smaller banks. Electricals, 
machinery and construction stocks were 


weak. Tokyo Tomin Bank gained ¥780 to | 


¥10,500. Isetan rose ¥650 to ¥3,840. 
Trading averaged 558m shares a day 
worth ¥1.1t (US$7.62b). 


Some interest returned after the weekend, 
after one of the dullest weeks of the year. 
Technical factors, returning optimism in 
the property market, and rumours of 
restructuring at blue-chip Cheung Kong 
Holdings, all helped. Cheung Kong rose 
50 HK cents to HK$8.45. But volume fell to 
average 373m shares a day worth 
HK$600m (US$76.9m). 


After creeping up in slow trading, share 
prices surged after the weekend with the 
return of institutional investors and some 
local bargain-hunters. Blue chips were in 
favour: property stock Singapore Land 
rose 30 5 cents to $$13.40, while SIA 
Foreign put on 30 5 cents to $$18.70. Daily 
volume averaged 86.2 m shares, worth 
$$148.8m (US$75.5m). 


Share prices surged in a period shortened 
by two holidays. Impressive figures from 
Sime Darby left it 32 M cents higher at 
M$4.90 at the end of the period, despite 
profit-taking. It also triggered spillover 
interest in construction counters. YTL put 
on 27 M cents to M$2.41. Daily volume 
averaged 42.7m shares, worth M$80.9m 
(US$30.02m). 


Investors pushed the SET Index towards 
700, despite a central bank warning of 
inflation and overheating. Most sectors 
rose, led by finance and securities 
counters. Banks showed some strength 
on the final day. Turnover averaged Baht 
2.007b (Us$77.5m). Bangkok Bank rose 


Baht 6 to Baht 301. Asia Securities Trading | 


rose Baht 7 to Baht 24.75. 


Investors' caution, allied with continued 
treasury bill buying, made for thin trading 
— though blue-chip buying pushed the 
index higher. Daily turnover averaged 
865m shares worth P153.8m (Us$7.02m). 
Philippine National Bank rose 210 to 
P432.50; San Miguel B shares rose P3 to 
P120; and PLDT put on P5 to P432.50. SM 
Fund Inc. surged P1.197 to Р4.35. 

















Composite Index, 971.90 
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The market suffered a mild correction, 
but investors remained optimistic, owit 
to continued easing of liquidity. Volum 
slackened from previous record levels, 
with daily volume averaging 25.1m 
shares worth Won 651.5b (US$979.7m). 
Textiles rose 3% and banks 1.295. 
Construction shares fell 3.9%, and 
trading companies declined 2.6%. 


The index gained ground, only to fall 
back later in the period. Investors were 
cautious because of rumours the 
government would crack down on illeg 
stock lending. Average turnover fell to г 
still respectable NT$118.2b (Us$4.62b). 
Chien Tai Cement went from NT$131 to 
NT$110, a fall of 16%. Reward Wool 
gained NT$40 to NT$181. 


The market suffered its sharpest falls for 
two months as investors took profits. Bt 
after three days, buyers returned to 
resource stocks, attracted by strong 
results. CRA gained 10 A cents to A$11.% 
and BHP 5 A cents to A$10.30. Turnover, 
buoyed by corporate activity, particular! 
in the media sector, rose to 887.94m 
shares worth A$1.53b (Us$1.16b). 


The index reached a post-crash high, bu 
there were signs that first-line stocks hac 
reached their full value, as local investor 
began to buy smaller and cheaper stocks 
Fletcher Challenge fell 11 Nz cents to 
NZ$5.58. Brierley Investments was up 21 
NZ cents at NZ$2.68. Volume for the 
period totalled 63.85m shares, worth 
NZ$153.8m (US$90.7m). 


Heavy institutional buying at the 
beginning of the week caused share 
prices to move up sharply. However, 
priced drifted lower in the course 

of the week due to end of account 
considerations and two market holidays. 
The BSE Index ended slightly higher at 
729.25. Tisco fell Rs 25 (US$1.51) to Rs 
1,210, while Reliance rose Rs 1 to Rs 107. 


Appropriately for a period shortened by 
the Labour Day long weekend, the Dow 
Jones Industrial Average reached record 
levels triggered by healthy Aug. labour 
data. But underlying investor scepticism 
ensured profit-taking and renewed 
worries about interest rates also emerged 
late in the period. Average volume fell to 
149m shares a day. 
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Of interest to major corporations and investors 
seeking to diversify their property holdings 


A unique opportunity to acquire 
a portfolio of 


Prime Residential and 
Commercial Developments 
in Central London 

of value in excess of 
Pounds Sterling 300 Million 


Only principals should apply in confidence to:- 


C. N. Brooke frcs 


Managing Partner 





ASSETS (000 US Dollars) * 


-. Building and farm property 
`. Fixed-interest securities 
` Shares (including Associated) - 
Mortgage and policy loans — 
^. . Deposits with Ceding Companies 
` Bank deposits. | TES iE. 
Accounts receivable and other assets 


Total 


LIABILITIES (000 US Dollars) * | 
Provisions for insurance liabiliti jes т Eu 
Reinsurance deposits — Doe 
Other liabilities | 
Minority shareholders interest 
Shareholders surplus 
. Profit for the year 
Total 
























© This balance consondates 56 insurance compan 

some forty markets, (including 7 Europ. Assistat 
c... <} financial, 27 property and 3 agricultural ec 
“© Generali directly or indirectly holds more than 5 


(14.65). 


< Gross premiums amounted to US$ 8,326.11 ( 
с USS 2,783.4m for Life and USS 5,542. 8m for 
. geographical breakdown is as follows: Italy 
Countries. 41.5%; rest of Europe 19.19%; rest. of. 


origi inated from: 
(000 US Dollars) * 


e Investments total US$ 21,649.1m (+18. 2%). : 


Ф investment. income amounts to USS. 1,661 


of which 64.2% is produced by fixed- interest securities, 
16.8% property, 7.7% shares, 4,6% bank deposits and 6, Та 
i other investments. "m 


Minority interest 
Profit for the year 


. Parent Company: Assicurazioni Generali 





1888. 


3,726,040 
11,696,817 
3,663,464 
1,142,560 
494,097 
926,129 


2,806,620 
24,455,727 


18,554,626 
211,760 
1,058,426 
340,427 
2.999.518 
390,970 


24,455,727 


Parent Company’s profit 
Profit of the other Companies 
Consolidation adjustments 


` Consolidated profit 


1987 
3,450,952 


10,157,785. 


2,296,600 


1,067,140 
477,176 
868,933 

2,296,028 
20,614,624 


16,195,518 
222. 184 
l, 718, 517 


311976 | 


1,843,401 
322.033 


20,614,624 


1988 
260,443 
215,589 

- 37,642 
438,390. 

ER 41,420 
390,970 





8 . » The provisions for insurance liabilities amount to US$ 18,554.6m 


The shareholders surplus amounts to US$ 3,202.6m and 91.1% 
belongs to the Parent Company, the minority interest being 8.9%. 


The profit for the year increased by 214% to US$ 391m and 


1987 - 


194,707 
187,695 


- 23,590 


358,872 | 


- 36,839 — 


322,033 





CORPORATE ANNUAL REPORTS 
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FROM STRENGTH TO STRENGTH 
IN PRIVATE BANKING 


BANK IN LIECHTENSTEIN 


VADUZ ZURICH FRANKFURT LONDON NEW YORK HONG KONG 


CAP GEMINI SOGETI, an independent 
and public group with more than 12.000 
employees, is one of the leading computer 
professional services companies in the 
world and the largest in Europe. In 1988, 
CAP GEMINI ETI realized consoli- 
dated revenues of FF 5.8 billion (+43,6%) 
— distributed among the United States 
(CGA) and Europe. Net profitability after 
taxes reached FF 402 million (443,695), 
which represents 6,9% of revenue. 

The company is registered on the Monthly 
Settlement Market of the Paris Stock Ex- 
change and its leadership is acknowledged 
in all advanced software technologies. 


Essilor is France's leading ophthalmic pro- 
ducts manufacturer and ranks among the 
top three worldwide in its specialty. Its 
production and distribution activities are 
squarely focused on products designed to 
improve human vision. Essilor's consider- 
able international presence is reflected in 
the 70% of sales it achieves outside of 
France. 


Girola S.p.A. is one of the leading Italian 
Construction Companies operating in the 
р works area both in Italy and abroad. 
ith its over 80-year-experience it has suc- 
cessfully performed: hydroelectric power 
lants (e.g. Tarbela-Pakistan, Kariba- 
odesia,  Yacireta-Argentina) under- 
ground subways (Milan, Rome, New 
, York) sea & river works, railways, roads 
and highways, civil works and special works as the salvage of the Abu 
Simbel Temples in Egypt. 
It is a member of the Consortium for the defence of Venice from high 
waters. 
During the fiscal year 1988 the consolidated billing was 
US$323,135,000 with a net profit of US$29,134,000. It employs approx. 
8,500 people. 
The booking backlog amounts to approx. US$987,930,000 spread in 18 
countries. 





Hong Kong Bank 





4 





Polly Peck 





The Hongkong and Shanghai Banking 
Corporation, together with its subsidiaries 
and associates, now ranks among the 30 
largest banking groups in the world, with 
over 1,300 offices in 50 countries and a staff 
of over 52,000. Listed on the stock ex- 
changes of Hong Kong and London, its 
shares are held by over 175,000 sharehold- 
ers around the world. 

Through the advanced communications 
system which links its offices, the group 
provides a comprehensive range of bank- 
ing and related financial services to cus- 
tomers worldwide. 


Lyonnaise des Eaux 


"Lyonnaise des Eaux" is an international 
multi-service group employing 40,000 

ople on five continents. 

ajor specialities of group affiliates are 
closely related to environmental preserva- 
tion: water supply and waste water treat- 
ment, waste management, energy 
technologies. 
More recent activities serving com- 
munities are communications (cable TV 
networks), leisure activities (golf) and 
health care (facilities for the elderly). 
Lyonnaise consolidated revenues were FF 
18.8 billion and group share of net income 
was 553 million in 1988. 25% of revenues 
and 45% of income were generated from 
foreign operations. 


Polly Peck Far East, the Hong Kong listed 
subsidiary of UK-based Polly Peck Interna- 
tional PLC (PPI), recorded a consolidated 
profit of HK$26.3 million for the last four 
months of 1988. Anchored by its core 
manufacturing and marketing businesses 
of garments and premium consumer 
goods, the company will spearhead Asian 
expansion into established lines of the par- 
ent company's business. Employing PPI's 
expertise in sourcing, marketing and trad- 
ing of fresh produce and semi-processed 
foods, the company will use PPT's integ- 
rated packaging, shipping and distribu- 
tion networks to develop into agricultural 
and food-related industries. 


[5] 


In 1988, the PSA Group confirmed its number 

three position in Europe with an 11.5% in- 

crease in ^ sj awe in a market which pro- 
sed 4.7%. 

t increased its consolidated sales (138.5 bil- 
lion French francs) by 17.2% as a result of a 
23.7% increase in foreign markets, and 
boosted its earnings before tax by 73.3% (14.9 
billion). After tax of 5.7 billion as against 1.6 
billion in 1987, its net consolidated income 
was 8.8 billion, an increase of 31,9% over 1987. 
The consolidated cash-flow margin (16 billion) 
increased by 18.1%, enabling the Group to 
easily cover its fixed-asset investments (12 bil- 
lion) in spite of their 35.3% increase over 1987, 
and also, with the effect of reduced workin 
capital requirements, to improve it net cas 
situation by 10.3 billion. 











'$ largest. and the 


| 
ва D: Schindler is. Europe 
! dd nufacturer of 








ош billing: int 
billion (91.474 
Sfr. 2.465 billio 6541 lion) 
earnings rose 30% to Sfr. 85.1 million 
($57.2 million). Schindler has 22,752 em- 
| росе (Exchange rate applied: 1 US$ = 
1.49 Str.) 








Mr Samuel J. Atlee 
General Manager — Marketing & Sales 
Far Eastern Economic Review 
GPO Box 160, Hong Kong 


-Please send me without charge or obligation 
the annual reports of the companies 
checked below. Thank you. 
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country's s | business pulse. 


ш It provides answers to the basic question: Is these still es 
money tobe made from doing! business with. C hina? | 





mp 6 for those s who are e patient a and tie r the risk- 
Authoritative 


Now in its 24th year, the CHINA TRADE REPORT i Ec | 
published monthly by the Review Publishing Com- | 
pany Limited. It has been long acknowledged by lead- XN 


ing business executives throughout the world a 


best informed, best statistically up-to-date news tero 7 


its kind. 





The CHINA TRADE REPORT covers every issue affect- 


ing those doing business with China, whether trading, | | 
investing or involved in any enterprise: grain; textiles; — 
electronics; transport; banking; exhibitions; contract n 


law — and dozens more. 


The CHINA TRADE REPORT also publishes key statis- 
tics on all aspects of the Chinese economy. It is crucial - 
reading for anyone doing, or wishing to do, business 





with China. 
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Post this coupon today! 


Circulation Manager, Review ы Company Limited, 
G. P. O. Box 160, Hong Kong | 

Please enter my one year subscription (12 issues) for the. 
CHINA TRADE REPORT. | enclose a cheque/money order 
of made out to the Review Publishing Company 
Limited. Or, о E оар 


Diners Club I 
Visa Û 








(Please print in block letters) 


A TRA ADE REPORT has its ungere on the k 
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í M Far Eastern Economic Review is 
widely read and has been used by us 
for some years as an effective means of 
communication across the region. 99 





Michael Hird 

Corporate Promotions 
Executive 

British Aerospace Plc 


ub. (ршн. EVI HN 


It works for them . . . It will work for you! 


We have the following properties for sale: 


and INDUSTRIAL LAND FOR DEVELOPMENT. ` 
~ontact: -Don Post, Sales Representative -Harold E. Thrift, Senior 
Consultant, 35 years experience, Kelly & Kraag Limited, Realtor, 2255 
Sheppard Ave. E., Suite W303, Willowdale, Ontario, Canada M2] 4X1 
Fax (416) 493-3789 Phone (416) 493-0079 





Property Management, Deve- 
opment and Construction — 
Rural, Residential, Industrial 
and Commercial. 

All Aspects- 


Phone N.Z. (09) 444-4847 








 Leadi ng International Orga nísation 
Management Training Appointm 
in the United States 


Flexible Contracts 











Е: 


515 Ol 





ment of an integrated 
management group-a 
Resource Division 3 
Consultants. — ^. deus Т 
They will play a kev role in the development, presentation 
and follow up of these management programmes and will 
require extensive experience in developing and presenting 
management training, as well as working as internal 
consultants. The ability and intellectual skills to impact on 
. a complex multi-cultural organisation are seen as vital. 
^ Applicants of any nationality are welcome and a strong 








command of English is required. — 

The contract, which is renewable, is fully flexible to suit 
individual circumstances. It could be for a period of 12 months 
or less, and on a full or part time basis. It can also facilitate a 
secondment or sabbatical. mM 

Remuneration is negotiable in the range $50,000 to $70,000 
Or pro rata-depending on the nationality and residential 


T . Status this may be tax free, and travel costs will be met also. 
^. Please send full personal details to the consultants advising 


on these opportunities at the address below and include the 
form of engagement preferred. А 
imi GARDINER MORGAN 
ӨП INTERNATIONAL — 


27 THROGMORTON STREET, LONDON EC2N 2AN 








COMMERCIAL PROPERTY — TORONTO 


HOTEL, OFFICE BLDGS, PLAZAS, GOLF COURSES 








` NEW ZEALAND 
PROPERTY 


Personal 















U.K. 












Fax N.Z. (09) 444-4851 | tails from: 















1 de Walden Court 
VH г London WIM TRA 
01)- 323 3001 
elex: 8954102 
Fax: 436-4311. 
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Tel: 5-8328300 Telex: 62497 REVAD HX 


Specialist consultancy, with qual- 
ified professional staff, provides 
complete service for corporate 
clients or individuals wishing to be 
established in the U. K. Further de- 


GARRICK & CO. 


| 85 New Cavendish St 











Commerce and Administration 
. Marketing 
(re-advertised) 


Division of 





Applications are invited for this new position from persons with a distin- 







| guished research record and wide experience in teaching, management or 
| consulting. It is expected that the ap | 
| inatleastoneand preferably more o 
i} 1 haviour, Marketing Research, Strategic Plan 
| Services Marketing, Entrepreneurship, Not-for-Profit Marketing. There is no 
| restriction in terms of the ba | 
ing, from the perspective of economics, management or psychology is wel- 
l| | come. All types of organisations are seen as within the scope of the Division 
|^ | thus giving weight to marketing issues in non-business as well as business or- 
4 ganisations. 


dee would have some research depth 
Marketing Management, Consumer Be- 
gic Planning, International Marketing, 





ckground of the appointee; expertise in market- 


| The appointee will be required to provide academic leadership to an expand- 


ing complement of marketing faculty (currently totalling ten full-time and 
three part-time) and increasing numbers of students at Honours, Masters and 
PhD levels, with the goal of making the Division one of the leading research, 
consulting and teaching institutions in marketing in Australia. In addition, the 
appointee will be expected to take a leadership position in the marketing 
strand in the new International Business Relations degree programme. 


The Division of Commerce and Administration commenced its Bachelor pro- 
gramme in 1980. The success of this programme has seen the Division grow to 
the largest in the University, with a faculty complement of more than 70. The 
Marketing concentration area has the second largest number of students in the 
Division. Other concentration areas are Accounting, Public Policy, Industrial 
Relations, Human Resource Management, Economics, Information Systems 
and Law in Administration. Chairs have been established in the areas of Ac- 
counting, Economics, Human Resource Management, and Public Policy. 
The Division offers a Bachelor of Commerce (Honours) programme and post- ] 
graduate courses including the Master of Administration programme as well 

as research degrees at the Master and Doctoral level. m 

Expanding opportunities exist in consulting through Griffith Research Ser- 
vices and are encouraged by University policy. | 

A benefits package will be negotiated with the successful applicant and will in- 
clude a salary component of not less than $63919 per annum. The University 
will welcome applications both from those seeking a tenured position and. 
those interested in a three to five year contract, possibly on secondment from _ 
another position. 

Applications should be submitted by 13 October 1989. Interested appli 
should first request further information from the Secretary, Senior Sele 
Committee, telephone (07) 275 7387. ak 


Griffith University 
Nathan Qld 4111 
Australia 
AN EQUAL OPPORTUNITY EMPLOYER 















| Accommodation 


Classified Advertisements | 
Reservations should be 
addressed to: 


Intemational Classified Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 








.. . mom. Send for details... 
SOUTH KENSINGTON APARTMENTS 






Readers are MISSUM пин 


to make appropriate enquiries and 
take appropriate advice before | 
sending any money, incurring any 
expense or entering into a binding 
commitment in relation to an adver- 
tisement. The Far Eastern. Eco- 
nomic Review shall not be liable to | 
any person for loss or damage incur- 
red or suffered as a result of his/her 
accepting or offering to accept an in- 
vitation contained in any advertise- 
ment published in the Review. 







| | Position wanted 


VERYINTERNATIONAL i. 
dynamic, outgoing MBA, 31, single, | 
fuent in English, German, Spanish, 
French, Swedish, Hungarian with | 
| trading and marketing experience | 
| throughout Far East, East/West | 
| Europe, South America is seeking | 
. new chal ti the Far East. To visit 
| Hong Kong and Bangkok mid-Sep- 
| tember, Fax: +46-40-235080 e 























Ww 


Neu: horizons for maverick 
New Zealand's Sir Ron Brierley, 52, is going 
back to what he does best: picking takeover 
targets. He will become founder president 
of Brierley Investments Ltd (BIL) upon his re- 
tirement as chairman on 31 December. 
Brierley has become something of a 
doyen of the New Zealand sharemarket. He 
was knighted by the 


ppoin 

of the Bank of New 
Zealand. BIL is the 
country's second- 
biggest company (after 
Fletcher Challenge) by 
capitalisation. Its interests range through 
Australia, Asia and Europe, with major sub- 
sidiaries in Hongkong and London. 

But bility came slowly. When 
Brierley attempted to list his company on 
the New Zealand stock exchange in the 
early 1960s he was blackballed by old- 
school-tie directors who disliked his avowed 
intention to raid and asset-strip sleepy com- 





es. 

Brierley, who lives mainly in Sydney, 
is a laconic, cricket-loving bachelor with 
a taste for practical jokes and a free-wheel- 
ing approach. Last year BIL’s Hongkong 
_| subsidiary, Industry Equity Pacific, bought 
into French retailer Galleries Lafayette, 
on Brierley’s recommendation — a move 
his successor Bruce Hancox argued strenu- 
ously against but now calls “brilliant.” 
With more time on his hands, more such 
deals, brilliant or otherwise, can be ex- 


pected. 


Banker’s honourable return 
Toshio Mori, 55, the dean of Japanese in- 
vestment bankers in New York, is returning 
home. As chairman of the US unit of Nikko 
Securities, Mori became a familiar face on 
Wall Street, gregarious and cheerful even as 
Japanese brokers, Nikko included, suffered 
the costly fallout of the October 1987 crash. 

Mori's penchant for urbane international 
diplomacy will hold him in good stead for 
his new job as the senior executive responsi- 
ble for all Nikko's relationships with cor- 
porate clients. The job may be a demotion 
after 20 years of building up a successful 
global presence for Nikko, but it is also an 
honourable slot for a career man nearing 
retirement. 

During his latest eight-year tenure in 
New York, Mori presided over the growth 
of Nikko's operations from 45 employees to 
more than 300, carved out a role for the firm 


PUBLIC EYE 


as a primary dealer in US Government sec- 
urities and hired Stephen Axilrod, a well- 
connected former US Federal Reserve chief 
of staff, as his vice-chairman. 

While Nikko suffered post-crash losses, 
as did the other Japanese security houses, its 
US operations have since bounced back and 
are now turning a profit. This allows Mori to 
return home with his head held high. 


Warrior against independence 
Taiwan politics has taken another violent 
twist with popular radio story teller Wu Le- 
t'ien being linked by many to a lightning 
raid by 20 club-wielding toughs on the cam- 
paign headquarters of Hsu K’un-lung, a 
Democratic Progressive Party (DPP) candi- 
date for the Kaohsiung city council. Two el- 
derly DPP staffers suffered fractured skulls in 
the 24 August attack. 

At a convention in Kaohsiung the pre- 
vious week of the World Formosa Associa- 
tion, a group advocating Taiwan indepen- 
dence, Wu had been pushed around by 





Hsu's 200-strong private security force. The 
Peace Promotion Association, a new organi- 
sation founded with Wu's blessing (though 
he denies any direct involvement), took out 
half-page ads in three Taiwan dailies to de- 
clare war on advocates of armed struggle for 
Taiwan independence. Wu, who denies any 
part in the raid, is being questioned by 
Kaohsiung police. 

In his youth in the 1950s, Wu peddled 
de-worming potions in his native Chiayi. He 
began his broadcasting career recording 
commercials for Taiwan's top herbal com- 
pounders. Story telling is a time-honoured 
vehicle for selling Chinese patent medicines. 

He ad libs two hours a day on radio, fre- 
quently running afoul of government cen- 
sors for his sharp attacks on politicians. 


The swinging banker 

Malaysia's best-known banker, Tan Sri 
Azman Hashim, 50, returned to work as 
chairman of Arab-Malaysian Merchant 
Bank (AMMB) on 28 August in a wheelchair. 


FAR EASTERN ECONOMIC REVIEW 


He broke his leg and suffered superfici 
juries when he crashed his sports 
June. While in hospital, Azman conti 
to run AMMB, Malaysia's largest merct 
bank, taking time off once in a while top 
tise his singing with his Karaoke machine 
his bedside. 

The Australian-trained accountant 
turns to an even busier schedule, as 
right-hand man, managing director D. 
Malek Merican is leaving after seven ye 
take up a senior position with the Ма 
Group. However, Azman has plenty of 
perience in running banks, having be” 
executive director of Malayan Banking 
nearly 10 years in the 1970s and execu 
chairman of Kwong Yik Bank from 19889 
1982, when he left to build up his own Ан 
Malaysian financial services empire. 

Other members of Azman's family h 
an equally high profile. His mother, 
Hajah Zabedah, was named "Exemp 
Mother of 1988" by the Queen of Malaya 
last year. Outside his famous Minang Kab. 
style house on the foothills near Kuala Ly 
pur, Azman's collection of fast and ex 
cars fills two large detached garages. 











An impressive input 
Taiwan’s self-taught computer expert C 
Bong-foo, 54, who invented the Chuang, 
method of inputting Chinese characters i» 
personal computers in 1976, has develor 
an integrated package for the Chinese la» 
guage system in collaboration with She 
zhen authorities. It is probably the m« 
comprehensive Chinese language softwe 
available, allowing for 
vocabulary of 60,000 characters as well 
flexibility for new combinations. Ехіѕійй 
software provides only a fraction of thc 
characters. 

Unfazed by the violent suppression 
students in Peking on 4 June, Chu, the se 
of a senior Kuomin- 
tang official, intends to 
make China his home, 
having already spent 
a year on the main- 
land developing the 
software. By next 
year, he hopes to be 
ready to take the first: 
step in fashioning an 
artificial intelligence 
system that would in- 
volve a "thinking computer" using Chinesi 

An artist and a philosopher at heart, Cl 
has a lofty disregard for copyright conve: 
tions. His ultimate target is a 
simple enough for a peasant househol. 
The package, including hardware, is sellir 
for Rmb 3,000 (US$803), and will be cheap: 
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Beautifully refurbished rooms. Priority check-in and check-out. Complimentary continental 
breakfast and afternoon hors d'oeuvres in our exclusive lounge. A concierge to answer your every call. 
And a host of special privileges, room amenities and services too numerous to mention. 


THE WESTIN PHILIPPINE PLAZA 


Manila 


reservations, call your travel agent 


Westin Hotels ог direct phone 
nila 832-0701. Telex 40443 FILPLAZA PM 
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The Sirius sledge patrols 
and their Rolex watches are 
zen most of the year. 


Greenland is vast — the largest island in the 
world. 840,000 square miles of unrelenting, 
unforgiving wilderness which lie mainly within 
the Arctic Circle. 

A fierce landscape of snow and frozen fjords, 
which is virtually inaccessible save for a few brief 
weeks when breaks in the Arctic ice pack will 
allow a ship to make a difficult and dangerous 
passage. 

The landscape has a sav- 
age beauty — that is to say, 
when you can see it! The sun 
sets in the middle of Novem- 
ber; then darkness descends 
for three to four months. 
Greenland’s total population 
amounts to a mere 53,733 
people. The  north-eastern 
part of this island is completely uninhabited. 

Uninhabited, that is, except for the men and 
dogs of the Sirius patrol. 

From Daneborg, the sledge patrols set out, 
pulled by locally-bred dogs. The sledges are home- 
built. (In the wilderness, its easier to 
repair a sledge youve built yourself.) 

e patrol is composed of volun- 
teers from the Danish navy, and there is 
no sho of applicants for this work. 

They work around the clock, seven g 
days a week for 25 months. Mail and * 
provisions arrive once a year. On patrol, 
temperatures can drop to 50? below zero, 





NORTH-EAST GREENLAND: UNINHABITED EXCEPT FOR THE MEN AND DOGS OF THE SIRIUS PATROL. 
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and blizzards are a frequent hazard. 

A regular discomfort is the Gre 
andic ‘piteraq’ wind, which blows for s 
eral days at a speed of over 180 kph. 

These men regard themselves as neith 
heroes nor supermen. They say the 16,0 
kilometres of coastline are not dangerous "pi 
vided that you use your training and yo 
experience...exercise caution at all times...ar 
have a bit of luck!" 

The men themselves are responsible for choc 
ing every single piece of their Arctic equipment. 

And a Rolex Oyster is one piece of equipme: 
considered to be vital. 

In such savage conditions ~ the months an 
months of endless night, the unpredictable flu 
tuations in temperature, the wind, the snow, th 
thousands of kilometres of bone-shaking, exhau: 
ing sledge journeys ~ an Oyster can be relied upo 
to keep going with dependability and precisio 

And thats everything when, as , 
the Sirius patrol says, "the nearest n 
watchmaker is several months ROLE? 
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The Savoy in London? Махіт in Paris? Gaddi's in Hong Kong? 
No. It's in a class about 35,000 feet higher. 
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most notable vintage. Silver, crystal and fine porcelain gleam in the discreetly lit privacy of our 
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 Singapore's judges опа short leash — 
Doris Lai of the Singapore Government 


itor in-Chief: Derek Davies | 
-[rErrERS, 10 Aug.] takes issue with Asia 


iditor: Philip Bowring 


бейопа! Editor Harish McDonald V. G. Kulkami Deputy, — 





|. Watch's characterisation of Singapore's- 
| pliant judiciary [LETTERS, 20 July] by daring 

. ` Asia Watch to submit to the jurisdiction of 

^| the Singapore courts so that the government 

- |- can cite Asia Watch for contempt and litigate 

the issue. Exhibit 1 of that trial should be the 

Singapore Government's telling eagerness 

for the home court. 

We welcome the Singapore Govern- 
ment's suggestion that Asia Watch circulate 
its views in Singapore and, indeed, invite 
the government to republish these or any 
other of our remarks in the Singaporean 
journal of its choice. We believe, however, 
that an open discussion of the facts will bet- 
ter serve the truth than the compromise 
forum which the government prefers. 

The Singapore judiciary's lack of inde- 
pendence begins with its structure, which 
has changed dramatically in recent years. By 
granting short-term appointments that may 
or may not be renewed at government dis- 
cretion, Prime Minister Lee Kuan Yew has 
ensured that fully half of the 12 judges on 
Singapore's Supreme Court are kept on a 
short leash. 

Three of these have been named so-call- 
ed "judicial commissioners," a designation 
which amounts to a one- or two-year pro- 
bationary term during which the govern- 
ment can review a new judge's rulings be- 
fore entrusting him with full tenure. (A 
fourth judge was recently granted full 
tenure after successfully completing this 
probationary period.) 

The government claims that these short- 
term appointments are necessary to allow 
experienced lawyers to sample judicial life 
before permanently giving up their lucrative 
practices, but the necessity seems to evapo- 

rate when loyalty is not at issue. In July, 
Yong Pung How, a long-time crony of Lee, 
gave up his highly successful business 
career to be appointed not a judicial com- 
missioner but a fully tenured judge. The 
preferential treatment was not due to his 
legal prowess, since Yong has not practised 
law for 18 years. 

The three other judges with limited 
tenure — including the chief justice, who 
has the all-important power to select which 
judges hear sensitive cases — have all pass- 
ed the retirement age of 65. They continue to 
serve as judges, and to receive full judicial 

_ salaries rather than their smaller pensions, 

` solely at the discretion of the government, 
which decides whether to renew these ap- 
pointments every three years. 

Matters only get worse at the lower-court 
<| levels, where judges enjoy no tenure and 
7 | are routinely shuttled back and forth be- 
| tween the judiciary and government ser- 
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seat, Khoo was removed from the bench 
found 


> When a three-judge panel ruled that, 
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. In the few cases in which judges hav 
dared to rule against the government in 
politically sensitive cases, the governmen 
been quick to retaliate. | 





P When District Judge Michael Khoo- 
refused to convict opposition MP J. B. 
to deprive Jeyaretnam of his parliamen 







and another judge substituted to do t 
dirty work. VIRO 
this judge-shuffling to have per- 
formed a "grievous injustice," the govern 
ment restricted the right of appeal to the 








had the right to conduct a substantive re с 
view of detentions under Singapore's Inte! 
nal Security Act, the government promptl 
amended the act to bar such a review. — - 

These and other government action 
send the unmistakable message to judge 
that those who rule against the governmer 
in politically sensitive cases risk dismiss 
and a cutback in the powers of the judiciary 
Lai's attempt to demonstrate the indeper 
dence of the Singapore courts notabl 
makes no mention of these disturbing devs 
lopments. SIDNEY JONI 
Executive Director 








New York 


Francis Seow [LETTERS, 31 Aug.] now asks 
for an assurance that he will not be detained... 
under the Internal Security Act (ISA) should _ 
he return to Singapore to stand trial for 
fraudulent evasion of income tax. He no . 
longer claims that his medical condition pre- 
vents him from flying home. He has not 
answered the “unanswered questions” 
posed to him by the court and by his own 
counsel, as to the nature of his illness, the © 
tests which his US doctors carried out оп 
him, and how, despite his supposed condi- 
tion, he could make multiple air journeys in 
the US, including one from New York to 
Seattle and back. | 

Seow is a fugitive from justice who in- 
vents new excuses each time for not return- 
ing to face trial in a court of law. Of course, 

the government will not detain him under 
the ISA if he returns to face trial on the pend- 
ing fraudulent tax evasion charges. Seow is 
aware that Lawrence Ang, senior state 
counsel, has told the court that he was fram-... 
ing charges under the penal code arising. 

from the false medical reports Seow submit- 

ted to the court. If they are not false, he has = 
nothing to worry about. Seow canleaveSin- 
gapore again after these court proceedings __ 
are completed. 

As for appeals to the Privy Council, 
Seow as a former solicitor-general knows 
that whether an appeal lies to the Priv 
Council is determined by the law. = 

= Press Secretary tothe — 
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"From begi 


nning 
to end, IBM has helped 
us become more 
competitive. 


— Batt Nyberg 
Managing Director 
Sterling Drug Company 
Kuala Lumpur, Malaysia 


When Sterling Drug Company first considered 
computerising its manufacturing operation, the 
benefit it anticipated was greater efficiency on the 
factory floor. It got that, in the form of more 
inventory turns each year, better machine 
utilisation and greater control over raw materials. 
But the real benefit has been the way the IBM 
system brought together managers at every level of 
the company. 


Sterling first began implementing MAPICS, IBM 
software which helps manage material supply, in 
1984. But it believed its investment could do even 
more for the company. Working with ІВМ and an 
authorised remarketer, Sterling developed a system 
that integrates the whole company and summarises 
not only production data but business data from 
all divisions to give managers an instant picture 
of the whole operation. 


Managing director Batt Nyberg can now see on 
his screen what's in stock and what's not. And he 
spots areas of management concern in minutes 
instead of days. Sterling's management team has 
the key production, marketing and financial data 
it needs for better planning. With IBM's help, 
Sterling has turned Computer Integrated 
Manufacturing into Computer Integrated 
Management. 


We're in the results business 


= 


IBM . working 


with businesses large 
and small in a variety 
of industries throughout 
Asta апа the Pacific. 
For a free booklet about 
these partnerships, 
clip your business card 
and send it to: 

IBM World Trade Asia Corporation 
Advertising/Promotion Centre 
Level 32, One Pacific. Place 


BS Queensway 
Hong Kong 
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Sarawak's complex political structure | 


Suhaini Aznam's article on Sarawak politics 
{Murmurs in the forest, 27 July] offered a 
simplistic analysis of a complex social, cul- 
tural and political structure. 

It was stated that the government of Tan 
Sri Taib Mahmud is Malay-dominated. Yet a 
look at the composition of the state cabinet 
reveals it to be representative of various ra- 
cial groupings. 

It was equally erroneous to report that 
the Parti Bansa Dayak Sarawak (PBDS) 
was expelled from the Sarawak coalition in 
1987. The PBDS opted to leave the govern- 
ment. 

It seems highly unlikely Prime Minister 
Datuk Seri Mahathir Mohamad and his fed- 
eral government are adopting a policy of 
confrontation with the state government. 
When Sarawak joined the Federation of 
Malaysia in 1963, it was endowed with a de- 
gree of autonomy. It would not be in the in- 
terests of Kuala Lumpur if its leaders were to 
be seen to undermine the conditions and 
spirit of this commitment. 
DE Sarawak 


insult to Chinese community 
How long is the Malaysian Chinese Associa- 
tion (MCA) going to make a laughing stock of 
the Chinese and of Multi-Purpose Holdings 
(MPH) shareholders? Without consultation, a 
conglomerate started by MCA members has 
been sold and now we are informed that an 
expatriate will be appointed chief executive 
of MPH. Have we Chinese and Malaysians 
no pride? 

After 32 years of independence, are there 
rio capable and experienced Malaysians to 
take the helm at MPH? The Chinese com- 
munity was asked to back the MCA to protect 
our rights as Chinese. If Pernas, and Sime 
Darby, for instance, can successfully employ 
Malaysians to run them, why is the MCA 
bringing back the colonials? 
Petaling Jaya 
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Questions in oil contract dispute 

I refer to the item Oilmen arrested in Jakarta 
contract row [BUSINESS BRIEFING, 24 Aug.]. Is 
it-not true that PT Segera Yudha Sakhti 
Marine Services (SYS) invested a great deal of 
money in equipment when it was awarded 
the tender? Surely it could not be expected 
to sit back and accept termination of the con- 
tract. 

If the dissatisfaction was because of the 
death of a diver, is it not an irrefutable fact 
that the investigation of the accident exoner- 
ated sys and put the blame on the rig 
operator? 

г E the Заале was because of а 
claim that sys did not have access to a dry 
bell system, is it not true that sys had invited 
Enterprise Oil to inspect dry bell diving 
equipment available to it in Singapore? Fur- 
ertore; i if ¢@ not true that this dry bell 









| equipment was offered as part of the origi- 


prise then terminated the contract without 


I read with great interest the letter [7 Sept.] 


nal tender, and accepted by Enterprise? 

Is it not true that the present diving con- 
tractor is being paid more than 1.5 times the 
price tendered by svs in the original contract 
for the same work specifications? 

Is it not true that the true reason for ter- 
minating the contract was because SYS sack- 
ed two of its expatriate staff who were close 
personal friends of some senior executives 
in Enterprise? Is it not true also that Enter- 


notice and sent the equipment to Singapore 
without SYS consent? 


Singapore 
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Favoured treatment for Tatas 
Lincoln Kaye's articles on the Tatas [24 
Aug.] were an accurate reflection of this 
feudal business empire. By virtue of their 
links to the government in New Delhi, dat- 
ing from colonial times, the Tatas continue 
to receive favoured treatment. 

Their presence in the steel industry is one 
indicator: no other business house has been 


allowed entry to the sector. Even socialist | 


politicians treat the Tatas with kid gloves. 
Such favoured treatment cannot be ex- 
pected to last for ever. The slow restructur- 
ing now taking place is due, perhaps, to this 
realisation. The Tatas need to prepare to face 
the harsher aspects of the Indian business 
environment, 
H didi SRI ANANTHANARAYANA SARMA 





ICAC and the consultation process 


by G. E. Stockwell, acting commissioner 
of Hongkong's Independent Commission 
Against Corruption (ICAC). 
In particular, I was intrigued to learn 
how the "stock exchange investigation" was 
conducted. Could the acting commissioner 
tell us whether, apart from the attorney-gen- 
eral, all the other members of the ICAC Oper- 
ations Review Committee (ORC) were con- 
sulted about the investigation. 
Those of us involved in the "Ka Wah 
Bank investigation" would like to know 
whether our investigation was subject to the 
same "close consultation." It would also be 
of interest to know the identities of the other 
members of the ORC besides the attorney- 
general. Perhaps Stockwell could oblige. 
Taipei LOW CHUNG-SONG 


Zhou Enlai in the hereafter 

Were he still alive, Zhou Enlai might well 
have appreciated the fact that Yves St Lau- 
rent is providing a refuge in Paris to fugitive 
Chinese students [GUEST TRAVELLER'S TALES, 
7 Sept.]. But in death, however, it is unlikely 
that he is enjoying a "quite chuckle in his 
grave." Zhou was cremated and his ashes 
were scattered all over China. 
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. The prosperity that 
has made Asia's 
= NICs the envy of 
. much of the world 
- has been bought at 
the price of 
environmental 
— degradation. Now, 
as political progress 
allows the 
————— expression of 
popular discontent over the despoilation, 
the NICs are about to start spending big 
money to clean up the mess. Industry 
correspondent Carl Goldstein has toured 
the black spots of Asia and reports that 
companies with the technology to tackle 
the growing mountains of industrial waste 
could be poised for a commercial bonanza. 
Recycling may be the best way to deal with 
waste plastic, but dealing with toxic 
chemical wastes will prove difficult and 
costly. Seoul correspondent Mark Clifford 
reports that in South Korea, the law on 
industrial waste disposal is widely flouted. 
Even so, Seoul is being forced to address 
the deepening environmental crisis. 80 
Cover photograph by Charlie Cole. 


Regional Affairs 


Indonesia : Soviet Ties 

President Suharto makes the first Moscow 
visit by an Indonesian leader in 25 years, a 
sign of Jakarta’s growing confidence and 
also recognition of changed Soviet policies: 
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Manila's Debt Dilemma 


Manila and its creditor foreign commercial 
banks are having to reconsider their 
preliminary agreement (REVIEW, 31 Aug.), 
which provides for debt-principal 
reduction but not for debt-service 
reduction, or interest-relief. The US 
Treasury Department and the Japanese 
Ministry of Finance are dissatisfied that 
only debt-principal reduction was 
provided for. The IMF and the World 
Bank, both of which have earmarked 
specific and distinct amounts to finance 
Manila’s debt-principal reduction and 
debt-service reduction, are refusing to 
allow Manila to use the funds available 
for debt-service reduction (the total 





Australian federalism (32). 


Meanwhile at home, a sudden crackdown 
on student protest has caused anger on 
campuses 10 

Japan: Socialists 

Socialist Party leaders are divided over the 
party strategy to fight the next general 
election 12 


Sri Lanka: Insurgency 

President Premadasa convenes an 
all-party conference to try to resolve the 
country’s violent ethnic strife 13 


China: Military 

Army leaders begin positioning 
themselves to play a bigger role in national 
affairs 19 


Pakistan : Sindh 

An alliance between the ruling PPP and the 
party representing immigrants from India 
has left the Sindh government powerless 
to act against increasing ethnic violence 20 


reaching US$400-500 million) to further 
reduce debt principal, which Manila was 
hoping to do. 


Securing China's Square 

One out of every four people who will take 
part in dances and other festivities to be 
held in Peking's Tiananmen Square on 1 
October to celebrate the communist state's 
40th anniversary will be plains-clothed 
security officers. This is part of the Chinese 
authorities' massive security operation to 
ensure that no protests from the still-active 
underground opposition movement that 
sprang up in the aftermath of the 
government's crushing of the pro- 
democracy movement in June mar the 
occasion. 


Mobile Hit-Men 


A 40-man communist New People’s Army 
unit, especially trained in carrying out 
assassinations while on motorcyles, has 
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Taiwan : Defector 

The government comes under fire from 
groups across the political spectrum for its 
policy of rewarding defecting military 
pilots from the mainland 21 


Bangladesh : Communists 

The country's leftwing parties are 
confused by Moscow's new line and riven 
by internal differences over ideology and 
direction 23 


Pacific : Nauru 

DeRoburt, the long-serving president of 
the phosphate-rich island state, is voted 
out 23 


Thailand : Crime 

Recent murders of Japanese nationals in 
Thailand highlight the rising crime wave iı 
the country 31 

Australia : Federalism 

Hoping to catch the wave of environmenta 
politics, the Hawke government may 

use a long-ignored section of the 
constitution to wrest sweeping powers 
from thestates 32 


Macau: Constitution 

Macau's efforts to amend its constitution 
and introduce electoral reforms are 
thought to have attracted China's 
displeasure 36 


Nepal : Human Rights 

A US group has condemned the country’s 
human-rights record, citing the use of 
torture and arbitrary powers 37 


moved into Manila in what may signal a 
new campaign of violence timed to 
coincide with the opening of negotiations 
over the future of US bases in the 
Philippines. After the generally muted 
reaction by the Philippine Government to 
the April killing of the US army's Col James 
Rowe, reports based on captured 
communist documents state that US 
diplomats are on the unit's hit list. 


Consular Developments 

Papua New Guinea (PNG) will establish a 
consulate in the neighbouring Indonesian 
province of Irian Jaya later this month. 
The mission will be established in the 
provincial capital of Jayapura. Indonesia 
is seeking for its part to establish a 
consulate across the border at Vanimo, 
through which an increasingly profitable 
export trade from Indonesia to PNG is 
passing. The post would let Jakarta 
keep a closer eye on local thisers of 
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New Zealand : Labour 

The 5а tory zeal 
begins to bite in the ports, which have long 
been dogged by over-manning and 
inefficiency 38 
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West German stocks: Milch-cow 
market 67 


Business Affairs 


Philippines : Economy 

An acute shortage of foreign exchange, a 
falling peso and soaring interest rates 
threaten to scupper the Philippines’ 


Frail former ballerinas strain to remember economic recovery 70 


long-forgotten classical dances as the 
ا‎ seeks to make the revival of 

culture one of the pillars of its 
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Mongolia : History 
Karakorum, the capital founded by 

5 Khan, rediscovers its past, 
courtesy of the Mongolian version of 
glasnost 50 
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This month WTPYM looks at the shifting 


Indonesia : Aviation 
Private sector interests hope to profit from 
flag carrier Garuda's shake-up 71 


Asean: Investment 


Japanese car giant Toyota unveils 

a bold scheme to integrate component 
manufacturing in four Asean 

nations 73 

Asia: industry 
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Choking on plastic 82 

Arsenic and oil waste 83 


pattern of US pension fund investments in Down in the dump 84 


Asia; Wall Street's prospects; Japanese 
property bargains; South African bonds, 
and Australian gold stocks 


Asian markets: Too hot to handle 60 
Wall Street: Distant thunder? 61 


Japanese property: A place in the 
country 62 


Interest rates: Britain in a bind 64 


Gatt: Trade 


Continued buoyancy of international trade 


puzzles Gatt economists 85 


Australia : Companies 

Cash-strapped entrepreneur Alan Bond is 
set to win a reprieve by selling brewing 
assets 92 


Malaysia : Companies 
Property group IGB embarks on a 
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the OPM rebels operating nearby — 

an aspect which has made Port Moresby 
reluctant to agree to the choice of 
Vanimo. 


Nearly Neutral Ground 
Thai Army 
Commander 

Gen. Chaovalit 
Yongchaiyut may 
meet Vietnamese 
Defence Minister Le 
Duc Anh when he 
visits Laos at the 

end of the month. 
Chaovalit is reported 
to have said he hopes 
to see Anh in Vientiane — at a time 
when the last Vietnamese troops will be 
withdrawing from Cambodia. Apart 





Chaovalit. 


from spearheading the Thai policy of 
strengthenipg relations with Laos, 
Chaovalit is albo deeply involved in Thai 
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plans for the post-withdrawal scenario in 
Cambodia. 


Studious Silence 

Japan's public broadcasting authority, 
NHK, withdrew from jointly sponsoring an 
eight-part historical series on post-war 
Japan which is being produced by the BBC, 
following a disagreement about how to 
treat the 1937 Nanjing massacre. A BBC 
synopsis for the series referred to 200,000 
Chinese having lost their lives at Nanjing. 
NHK officials said that since some scholars 
put the figure as low as 20,000, it might be 
better to omit all reference to the incident. 


Mercenary Units 
A prominent former Filipino politician, 


now living in exile in the US, is paying four 


former British Special Air Service 
commandos to train two units of armed 
militiamen in Negros and Tarlac. 
Intelligence sources say they do not know 
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the reason for the training, but they 
confirm that the mercenaries were also 
among a group that included two Israeli 
instructors who trained rebel army colonel 
Gregorio Honasan's Reform the Armed 
Forces of the Philippines supporters in 
1985-86. 


Chart Thai Tussle 

Competing wings of Thailand's ruling 
Chart Thai party have frozen plans for a 
backward-integrated steel complex in 
Thailand worth hundreds of millions of US 
dollars under consideration by the Board 
of Investment (BOI). The two companies 
shortlisted, Siam Steel and Sahaviriya, are 
strongly backed by different party wings 
and both have rejected a proposal to jointly 
invest in the project. Senior Chart Thai MP 
Korn Dabbaransi, head of the BOI and long 
a proponent of the steel project, is thought 
to be stymied in negotiating a compromise 
between the two Chart Thai wings. 





INDONESIA 


Suharto visit gives approval to closer Soviet links 





resident Suharto’ S six-day visit to 
the Soviet Union, the first for an In- 
donesian president in 25 years, is 
being viewed as the formal nor- 
-. malisation of relations between these one- 
. time allies, even if it does not signify an end 
to all the differences which separate them. 
As demonstrated by the expansive final 
.. communiqué put out with Soviet President 
. Mikhail Gorbachov, both countries are keen 
to present a less ideological face to the world 
and to take a leading role in tackling its prob- 
` lems, from nuclear confrontation and re- 
. gional conflicts to the environment. 
И Soviet relations with Indonesia had a 
heyday in 1960-63 when the late president 
. Sukarno turned to Moscow for backing for 
< his campaign to win the Dutch-held western 
. halfof New Guinea, now Indonesia’s Irian 
Jaya province. After a visit by then Soviet 
leader Nikita Khrushchov to Jakarta, Mos- 
cow gave US$250 million in trade credits, 
and opened a US$450 million military aid 
credit that was used to equip the Indonesian 
armed forces with MiG21 fighters, a cruiser, 
submarines, missile boats and tanks. 
The friendship waned after Sukarno 
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Atthe prestigious Institute of Technology i inB Bandung ( m) a Мыр 
least six students began a hunger strike in the first week of Sep- 
tember to protest the summary expulsion of eight students by -| 
university rector Winarto Arismunandar for being involved ina bi 
demonstration. against Home Affairs Mi 
more students have since then mounted a boys 
| Rudini was met by students burning yres. 
-. as they tried to prevent him ; giving a lecture wl 
campus on 5 August. Eleven ITs students — tur 
sted shortly afterwards and held in custodyat ^ — 
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turned to the more radical Chinese in 1964 to 
build up internal forces as a counter to the 
army. Perhaps because of that, Soviet-In- 
donesian relations never reached the same 
chill as those of China after the 1965 coup at- 
tempt, in which Suharto's New Order ac- 
cused Peking of direct involvement. The re- 
lationship has been muted and formal, sur- 
viving a crisis in 1982 when an espionage 
case was exposed involving Soviet officials 
in Jakarta and an Indonesian naval officer. 

Over the past 25 years, Indonesia has 
grown in economic and political stature to 
the point where it can deal with the Soviets 
on far more even terms. The days when 
Moscow had a lot to offer Indonesia are part 
of a far distant past, and in fact, some Soviets 
now dare to suggest that there are valuable 
lessons to be learned from Indonesia's eco- 
nomic development. 

The visit's long gestastion period — it 
was first formally agreed on during Foreign 
Minister Eduard Shevardnadze's Southeast 
Asian tour in 1987 — does not appear to re- 
flect anything more than the cautious pace 
at which Indonesian foreign policy moves 
forward. The Soviets claim that once the In- 
donesian side indicated exact dates, they ag- 
reed to them. 
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Gorbachov might have enjoyed the 
meeting more had it taken place earlier this 
year, before the economic crisis апа na- 
tionalist disturbances had so undermined 
his attempts to develop a new-look Soviet 
Union. After his long holiday absence, the 
main local interest in the summit was gener- 
ated by his reappearance. 

Soviet experts have taken a low-key at- 
titude to the visit, and advise against ex- 
aggerating its importance. "It has grown up 
naturally out of the mutual interest in both 
countries in developing bilateral rela- 
tions," said Gennady Chufrin, deputy di- 
rector of Moscow’s Institute of Oriental 
Studies. The Soviet interest in improving 
these relations has been a long-term one, 
which intensified as the Gorbachov team 
elaborated its pragmatic policies towards 
Asia and discovered that it was gaining little 
from its prominent role in Indochina. 


ow both countries share a strong 
desire to find a political solution 
to the Cambodia conflict, though 
they disagree on the role the 
Khmer Rouge should play in a coalition 
government. The Soviets have been full of 
praise for Indonesian attempts to salvage 
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something from the recent Paris conference 
on Cambodia, which ended in deadlock. As 
Soviet Deputy Foreign Minister Igor 
Rogachov said earlier this month: "There 
must be a constant process of negotiations 
— the alternative to this is war." In Chufrin's 
view, the deadlock is a question of "a few 
dozen Khmer Rouge leaders." 

"They are not a liability of Indonesia or 
the Soviet Union," he pointed out. Foreign 
ministers Shevardnadze and Ali Alatas held 
detailed talks on 12 September, 
the day after the two presidents 
met. The same day Indonesian 
Armed Forces Commander 
Gen. Try Sutrisno was given a 
tour by Soviet Defence Minis- 
ter, Gen. Dmitriy Yazov. 

In addition to Cambodia, 
the two countries also have a 
strong shared interest in di- 
versifying their economic 
relations. But so far they 
have not been able to cash in 
on this like-mindedness. Al- 
though the Indonesians are 
keen to find new markets, 
the Soviets have had diffi- 
culty coming up with any 
products to sell in exchange. 
Trade turnover has remained at a low level, 
with the Indonesians running a large 
surplus, mainly from Soviet purchases of 
high grade natural rubber. (According to 
Soviet experts, Vietnamese rubber is still of 
too low a grade to satisfy the needs of their 
industry.) A trade mission to Moscow in 
1988 tried to purchase coal, cotton and caus- 
tic soda, but found the Soviets did not have 
sufficient stocks. 
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past year. 
, à document issued by the rector's office on 16 August 
reveals that a major concern for ITB authorities is the 


On the other hand, claims Soviet trade 
specialist Alexander Rogozhin, there have 
been political obstacles to trade on the In- 
donesian side. Many Indonesian business- 
men had been afraid to trade with the 
Soviets. But he also admitted that Soviet 
rigidity had been a major barrier. 

New Soviet regulations on joint ventures 
and investment should eventually reduce 
Moscow's self-imposed limits on doing 
business. During the Suharto visit, the two 
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Suharto and Gorbachov in Moscow. 


sides signed a protocol on trade and eco- 
nomic cooperation which was drawn up by 
a joint economic commission last month in 
Moscow. Described by Indonesian sources 
as modest but significant, it identified areas 
where trade might be developed. One area 
of possible cooperation is the joint process- 
ing and marketing in third countries of tea, 
coffee, palm oil, chocolate, pepper, tapioca, 
rubber and garments. The emphasis would 


authorities may 


on 


probably be on marketing in Comecon 
countries, where Indonesia is eager to in- 
crease its exports. 

The Soviets may also hope to draw Viet- 
nam into a three-way partnership which 
could make use of Indonesian know-how in 
production and processing. Indonesian 
businessmen are also eager to compete for 
some of the КЫ 10 billion (US$16 billion) the 
Soviets have allocated for the import of con- 
sumer goods to help allay unrest. 

From the Indonesian side, 

* newspaper editor Sabam Sia- 
gian attributed renewed efforts 
to build up ап economic 
partnership to Indonesia's in- 
creased self-confidence on the 
world scene and Suharte's 
appreciation of the changes 
brought by Gorbachov. 

The occasion has also 
brought out recollections of 
the early 1960s’ friendship. 
Even Suharto, whose staunch- 
ly anticommunist views have 
provided an ideological un- 
derpinning for his rule, spoke 
warmly of Moscow's aid in 
the New Guinea campaign, in 
which Suharto himself was the 

military commander. Yet lest anyone 

mistakes this for a weakening of resolve, 

Indonesian officials stressed that the 

"new era" in Soviet-Indonesian relations 

would not mean a change in Jakarta’s 
attitudes towards communism. Suharto 
told Gorbachov Jakarta would continue to 
ban the Indonesian Communist Party but 
felt no enmity towards communist coun- 
tries. Li 
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Among the students, sensitivities about being manipulated for 
political ends are keenly felt, so the rector's action against those 
involved has bred considerable resentment on campus. 
Whereas in the past, demonstrations came and went involv- 
ing small numbers of a 


hunger strike campaign was 


ee e apathetic student body, the 
wing constant attention both on 


campus 

cation is they constitute the majority of activists. Some of the stu- 

dent activists interviewed at ITB said they had been on campus as 

far back as 1982, and it was far from clear whether they were fol- 
Also ing for the university authorities must be the fact 

that the 5 August incident took place in front of 1,600 freshman 


students. Rudini had been invited to talk to the new intake as 


their Pancasila state ideology orientation classes. 
The choice of Rudini as a target o of the students’ wrath has 
political analysts. Since the beginning of 1989, the former 


ARN Í ae taking the side of 


man in the provinces against big officials or central gov- 
ernment. The students claim they were let down by Rudini. “He 


was the one political figure who had been sympathetic to the stu- 


dents. He spoke our language," one of the ITB students involved 
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in the demonstration told the REVIEW. "But we saw no results 


and realised he was only playing 


lip service to our cause." 
But there are also 


that the demonstration was or- 


ganised by a powerful outside party to embarrass Rudini. 
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and off campus. The six — though they are taking water and are 
monitored visiting doctors — are 
reminder of the students’ demands that even those uninterested 
in campus activism find hard to i 

All this difficulties for the authorities — — particularly for 
the armed forces (Abri). Senior military officers, though angered 
by the treatment Rudini received, have also expressed their un- 

to alienate the students further. 

Sources say the military is fearful of the parallels which might 
be drawn with recent events in China if the hunger strikers are 
dealt with harshly. Abri's doctrine of putting solidarity with the 
people above anything else has come close to causing an open rift 
i-a eso hS SRE eer well-placed 


dires so, the continued detention of 11 students in Bandung 
charges being brought, would suggest that even if 
Abri's inclination is to tread softly where student politics is con- 


cerned, nobody is prepared to risk offending higher interests. 
и Michael Vatikiotis 
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JAPAN 


Policy and personality splits haunt JSP 


A house divided 





By Charles $ Charles Smith in п Tokyo 
| Ithough the Japan Socialist Party (JSP) (ISP) 








still looks set to make important gains 

at the next general election, due prob- 
ably in next January or February, doubts are 
beginning to emerge about the party's inter- 
nal cohesion. They were dramatised in early 
September by the decision of former party 
chairman Masashi Ishibashi to give up his 
seat in parliament in protest against what he 
called the fascist leadership style of Takako 
Doi, the party's current extremely popular 
chairwoman. 

Ishibashi, who resigned as party leader 
in 1986 after presiding over a JSP electoral 
rout, says Doi and her colleagues refused 
to listen when he expressed opposition to 
a plan to run 180 candidates at the next 
election instead of the 130 the party normal- 
ly fields. He has also objected strongly to 
Doi's plans to revise the JSP position on de- 
fence. 

Ishibashi says the new position, which 
provides for conditional acceptance of the 
self-defence forces, is ambivalent and stands 
little chance of being accepted by middle-of- 
the-road opposition parties such as the 
Democratic Socialist Party which the JSP is 
trying to woo as a potential coalition partner. 
He also feels the party leadership should 
have consulted all JSP members of parlia- 
ment before shifting its stance on such a 
major issue. 

Ishibashi and Doi also appear to have 
clashed over the issue of relations with the 
two Koreas. Party insiders say that Doi 
failed to act on advice from Ishibashi to visit 
Seoul in an attempt to patch up the JsP’s rela- 
tions with the South, following Ishibashi's 
own visit in the autumn of 1988. 

A recently published jsp policy docu- 
ment, thought to have been largely draft- 
ed by Doi calls for the party to maintain 
"balanced ties" with North and South Korea 
and urges party members to start joining 
the Japan-South Korea parliamentarians 
league from which they have held aloof in 
the past. 

Despite these changes the JSP under Doi 
still apparently has no plans to normalise re- 
lations with the South by "recognising" the 
1965 treaty under which Japan established 
diplomatic relations with Seoul. 

Ishibashi's critics, inside and outside the 
JsP, say the arguments over candidate num- 
bers and defence are not the real reasons for 
his resignation. Since handing over to Doi in 
the autumn of 1986 Ishibashi is said to have 
become increasingly irritated at her habit of 
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consulting him by telephone but not taking 
his advice. 

Ishibashi may also have overestimated 
the extent to which he would be able to exer- 
cise real power within the party after step- 
ping down. As a member of the party's cen- 
trist Katsumata faction, Ishibashi won a 
reputation during his days as party leader 
for playing off the party's left and right 
wings against each other. 

Doi was an independent (in the sense of 
not belonging to any faction) before being 
appointed leader and was dismissed as a 
lightweight, partly because her main area of 
interest — foreign relations — was consi- 
dered marginal by the Jsr's labour union 
backers. Her role in remaking the party dur- 
ing the past six months appears to have 
shocked "professionals" like Ishibashi who 
originally expected her to function as a 
figurehead. 

Doi's decision to push relatively un- 
known women candidates in the July Upper 
House election is thought to have been 
another cause of friction. In an interview 
with the Asahi newspaper Ishibashi said 
he was "unhappy" to find à 71-year-old 


Doi: ‘fascist’ claim. 


woman candidate representing the JsP in his 
home prefecture of Nagasaki, instead of the 
younger man he had planned to back as his 
eventual successor in the constituency. 

Whether or not Ishibashi's decision to 
leave politics was made from pique as some 
critics argue the issue of how many candi- 
dates to run at the next general election is 
potential dynamite. 
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By restricting its candidates to 130, the 
same as the number of lower house con- 
stituencies, the JSP has in the past avoided 
following the practice of the ruling Liberal 
Democratic Party (LDP) of pitting two or 
more members of the party against each 
other in the same constituency. 

If the party runs 180 candidates, JSP par- 
liamentarians (like Ishibashi) who represent 
four seat constituencies as the sole JSP mem- 
ber would have to fight against members of 
their own party, as well as candidates of the 
LDP. 

The jsr's conservative old guard which 
includes many or most of the 43 MPs repre- 
senting four and five seat constituencies is 
said to resent this situation. They are also 
worried that Doi may pick populist candi- 
dates backed by consumer organisations or 
housewives' groups, not the labour union 
stalwarts who now dominate the parliamen- 


tary party. 

The Ishibashi thesis that running more 
candidates is dangerous is not only calcu- 
lated to appeal to the party's old guard. The 
Democratic Socialist Party and the Komei 
(Clean government) party also seem wor- 
ried about aggressive JSP strategies at the 
next election. Ishibashi claims neither party 
will consider joining a coalition with the JSP, 
if the socialists act selfishly in putting up 
"JsP-only" candidates instead supporting 
joint opposition candidates in some con- 
stituencies. 

This would be a tragedy in Ishibashi's 
view since the Jsr's only real hope of gain- 
ing power is as part of a coalition with 
other opposition parties. The JSP may win 
as many as 120 seats at the next election 
(up from 85 at present), some pundits 
suggest, but this would still leave it far short 
of a majority in the 512-seat lower house and 
would mean that the LDP was still the largest 


Ishibashi's anti-Doi stance has won 
praise from, among others, some of the top 
leaders of the LDP. Toshio Yamaguchi, a 
leading member of the LDP’s Nakasone 
faction, recently told foreign journalists 
that the Ishibashi prescription for gaining 
power is the only realistic option open to 
the jsp. Yamaguchi also says that if the 
JSP runs more than 150 candidates it would 
be doing the Liberal Democrats a favour 
because the effect would be simply to split 
the socialist vote. But both Ishibashi and his 
LDP sympathisers may have missed the 
point. 

The real tragedy facing the JSP, according 
to Shigetaro Izuka a professor of politics at 
Nihon University, is that whatever the party 
does the Democratic Socialist Party and 
Komei will be more likely to end up throw- 
ing in their lot after the next general election 
with the LDP instead of with the untried 
socialists. The JSP thus might be wiser to set- 
tle for going it alone in the hope that in the 
long run it may be able to mount a direct 
challenge to the ruling party. , a 
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SRI LANKA 


Premadasa hopes conference will forge consensus 


Wooing the rebels 





By Manik de Silva in Colombo 


n a desperate search for peace which 

has long eluded Sri Lanka, President 

Ranasinghe Premadasa has turned to 
the device of an all-party conference (APC) to 
forge a national consensus on how the rebel 
Janatha Vimukthi Peramuna (УР, or 
People's Liberation Front) can be persuaded 
to give up its armed struggle and join the 
democratic mainstream. 

Premadasa and his United National 
Party (UNP) government have accorded 
maximum importance to the APC which 
opened in Colombo on 13 September, 
though there appeared little hope that the 
JVP — which has been underground since 
1983 — would accept the invitation to at- 
tend. Unless the dramatically unexpected 
happens, Hamlet is likely to be played with- 
out the prince of Denmark. 

The president, who has said he is pre- 
pared to make "any sacrifice" to restore 
peace and normality, has been having pre- 
liminary discussions with five of the six op- 
position parties represented in parliament 
about their proposal that the current presi- 
dential system be replaced by a provisional 
government of parliament. He has tried 
particularly hard to mend fences with 
Sirima Bandaranaike whom he defeated 
in December's presidential election which 
Bandaranaike claims was neither free nor 
fair. 

Observers noted that Premadasa tried 
hard to make friends with Bandaranaike 
when he met the parliamentary opposition 
on 8 September at a discussion which lasted 
nearly four hours. He lavished a great deal 
of attention on his old adversary at this 
meeting which the government said was 
held in a frank and cordial atmosphere. 
“There was unanimity as regards the 
urgency for the early restoration of peace, 
law and order," an official statement at the 
end of the meeting said. 

The thrust of the opposition's demands 
is that a provisional government be formed 
by parliament to run the country; that the 
current French-style executive presidency 
be replaced with a prime minister responsi- 
ble to parliament; that free and fair elections 
follow, and that forces not represented in 
parliament be included in the consultation 
process. Premadasa said he had received pro- 
posals from other political parties and 
groups and all these needed careful study 
and examination. One of these is that Pre- 
madasa, currently both head of state and 
head of government with extensive execu- 
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tive powers, becomes prime minister in a 
Westminister-style set-up. 

Five days before the APC was due to 
open, the presidential secretariat stated that 
it found there was national consensus on 
several issues, including the restructuring of 
the political and administrative system and 
bringing the forces now outside the demo- 
cratic process into the political mainstream. 
The statement added: "The government 
hopes that the APC will be a forum for the 
realisation of these objectives leading to the 
amity and unity among all our people . . . 
This should be achieved through the pro- 
cess of dialogue and understanding rather 
than argument and debate. The objective is 
consensus and not polemic." 

The essence of what Premadasa has been 
saying recently suggests that he is willing to 
accommodate opposition thinking provided 
his own position is not threatened. Some ob- 
servers believe that he would be willing to 
give up the executive presidency if he could 
be prime minister in a Westminster-style 
government; in fact, this was the system Sri 
Lanka inherited from the British in 1948 and 
it served the country well until 1978 when 
former president Junius Jayewardene used 
the massive electoral mandate he had re- 
ceived the previous year to consolidate his 
power. 

At least two ministers of the govern- 
ment, Lalith Athulathmudali and Gamini 
Dissanayake, who no longer enjoy the 
power and influence they exercised under 
the Jayewardene administration, already 
are on record as saying they favour the 
amending of the 1978 constitution if it would 
restore peace, But Dissanayake does not 
think that the JVP will lay down arms at the 
present juncture. 

He told a recent seminar in Colombo: "I 
think we should reconcile ourselves to the 
fact that the JvP will only lay down their arms 
when they realise that they cannot win by 
the force of arms. Till then they will persist in 
the hope that they will be able to seize power 
within some period of time in the future. 
And during this time we will be holding 
seminars and discussions, rather like the 
flock of sheep talking of vegetarianism 
when the wolf is of a different opinion." 

Analysts and diplomats in Colombo be- 
lieve that what the parliamentary opposition 
is saying is that for a share of power, they 
will distance themselves from the JVP’s vio- 
lent agitation and perhaps remain silent 
about the government's military counter to 
that offensive. A section of the opposition — 
notably the old Left in the country, which no 
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longer enjoys its previous power and influ- 
ence — has attacked the JVP as "fascist." But 
while they once predicted a repetition of 
what happened in Cambodia during the 
Khmer Rouge years, should the ЈУР ever 
seize power, such criticism is now muted. 

All opposition parties have joined in the 
human-rights chorus condemning the kill- 
ing that has been part of the response to 
what government calls the JvP “threat.” 
These widespread killings have been 
blamed on the security forces and various 
vigilante groups generally considered to be 
aligned either to the government itself or va- 
rious powerful politicians belonging to it. 
But some of the opposition parties, includ- 
ing specifically Bandaranaike’s Sri Lanka 
Freedom Party (SLFP), have carefully avotd- 
ed any outright condemnation of the sec- 
urity forces. 

The sLFP has had contacts with the JVP, 
which it militarily suppressed when the 
SLFP-led United Front coalition government 
was threatened by a ЈУР insurrection in 1971. 
Bandaranaike had even hoped that the JVP 
would back her for president in December, 
but the arrangements fell through when 
the JVP demanded that all anti-UNP forces 
boycott that election. Premadasa, too, has 
had his own contacts with the JVP and as 
prime minister in the Jayewardene adminis- 
tration was chiefly responsible for urging a 
softer line in tackling the rebels. 

Particularly during the period of the De- 
cember presidential election and the months 
preceding it, it was clear that, in the 
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metaphor of one minister, the JvP fish was 
swimming in an SLFP pond. If some kind of 
agreement on power-sharing and constitu- 
tional changes is reached between the UNP 
and the parliamentary opposition during 
the APC, there is room in the words of the 
minister, “for draining the SLFP [and other 
opposition] water from that pond so that the 
JVP fish will be less able to swim." Li 
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Asean gives cautious 

support for Pacific group 

№ Asean economic ministers gave cautious 
support to an Australian-initiated proposal 
for economic cooperation among Pacific rim 
countries during a meeting in Bangkok on 
11 September. This was the first indication 
of joint support among the six Asean 
countries, from which there had hitherto 
been a mixed response to the proposal, 
launched by Australian Prime Minister Bob 
Hawke earlier this year. The six will be 
among 12 Pacific countries, including the 
Us and Japan, invited to attend a meeting, 
on the project in Canberra in November. 


New Zealand finalises 

deal to buy frigates 

> New Zealand will buy two German 
Meko 200 frigates to be built by Australian 
Marine Engineering Corp. Consolidated in 
Australia as part of a naval re-equipment 
programme by both countries. The 
decision, approved by a meeting of MPs of 
the governing Labour Party on 7 September, 
was condemned by the outside 
parliament, which had lobbied MPs 
vigorously to oppose the purchase. The cost 
was declared as NZ$942 million (US$554.7 
million), but that does not include the cost 
of submarine-detecting sonar equipment 
and helicopters. New Zealand has an 
option of taking two more frigates at a cost 
of NZ$867 million. If New Zealand buys 
four frigates, New Zealand industry has 
been guaranteed up to 30% of the work on 
the whole programme, in which Australia is 
taking eight frigates. 


Philippine armed forces 

to buy British armoured cars 

> The Armed Forces of the Philippines 
(AFP) has turned to Britain in replacing its 
ageing US-built V150 Commando armoured 
cars, which are considered especially 
vulnerable to home-made landmines now 
being used with increasing frequency by 
communist New People's Army guerillas. 
Britain's G. K. N. Defence is entering into a 
US$54 million joint venture with the 
Philippine Veterans Investment 
Development Corp. and the Landrover 
distributors Multipart Motors to fill an AFP 
order for 140 Simba armoured cars. The first 
eight vehicles will be produced in England, 
but the remainder are expected to be 
assembled locally by the joint venture, 
Asian Armoured Vehicle Technologies 
Corp. It is understood that in opting for a 
commercial sale instead of buying a US 
vehicle and taking advantage of Foreign 
Military Sales credits, the Filipinos have 
been attracted not only by the vehicle 
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itself, but also by the price. It is also 
expected to give the Philippines the 
expertise to repair other armoured vehicles 
in their inventory and possibly to produce 
the Simba for prospective customers in the 
region. 


Roh unveils new Korean 
reunification proposal 

> Unveiling a new reunification formula 
before the South Korean National Assembly 
on 11 September, President Roh Tae Woo 
proposed a commonwealth type of 
government for North and South Korea as 
an interim step before eventual 
reunification. He suggested that Seoul and 
Pyongyang sign a national charter 
providing for a council of presidents, 
council of cabinet and council of 
representatives, composed of equal 
numbers from each side to regularly deal 
with bilateral matters. Roh proposed that 
such a charter be signed by August 1990 to 
mark the 45th year of the peninsula’s 
division. However, North Korean President 
Kim Il Sung was unlikely to agree to the 


proposal. 
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Nepal Government arrests 

900 opposition activists 

> The Nepalese Government has arrested 
over 900 followers of the outlawed Nepali 
Congress Party in a drastic bid to prevent 
them celebrating the 76th birth anniversary 
of B. P. Koirala, the country's first elected 
prime minister. The stringent crackdown 
pre-empted Nepali Congress activists plans 
to hold a week-long celebration, beginning 
on 9 September, to draw attention to the 
failings of the so-called partyless system 
which rules Nepal. The Home Ministry 
confirmed the police were holding 516 
people for "undesirable activities, " 
including allegedly misleading the masses 
over price rises and shortages. 
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Cheng denies Singapore 
Government allegations 


> Vincent Cheng, 
who has been 
detained in Singapore 
since May 1987 
without trial, has 
denied the 
government's 
allegations that he 
was the mastermind 
behind a "Marxist 
conspiracy" to 
overthrow the government. The denial was 
made by Cheng's counsel, Michael Beloff, 
during initial submissions for a habeus 
corpus application on behalf of Cheng — 
the first time Cheng’s case has come before 
the Singapore courts. Shortly after Cheng's 
arrest in 1987, the government broadcast a 
taped interview during which Cheng 
"confessed" to all the allegations. However, 
Beloff said that whatever Cheng did was 
nothing more than “practising and 
propagating the precepts of his Catholic 
faith." 





Cheng. 


Irian Jaya independence 
activist jailed for 20 vears 

> Aman who proclaimed independence 
for the Indonesian province of Irian Jaya 
received a 20-year jail sentence for 
subversion after standing trial in the 
provincial capital, Jayapura. In December 
1988, Tom Wainggai led a group of about 60 
supporters onto a football ground in 
Jayapura, lowered the Indonesian flag and 
raised a West Papuan flag in its place. The 
Indonesian authorities in Irian Jaya said 
about 30 of those involved in the incident 
will face similar charges. 


Burma accuses foreigners of 
plot against the government 

» After accusing the insurgent Communist 
Party of Burma of being behind a plot to 


“destabilise” the government in Rangoon, 
Burma's intelligence chief, Brig.-Gen. Khin 


* Nyunt, claimed in a lengthy speech that he 


had unearthed a rightist conspiracy. He 
said it involved the foreign media, including 
most leading British, US, Thai and 
Hongkong publications, as well as several 
unnamed diplomatic missions in Rangoon 
— understood to be the British and US 
embassies. He also named US Ambassador 
Burton Levin. Khin Nyunt also accused the 
opposition of seeking aid from India in its 
attempts to overthrow the government. 
The accusations come at a time when the US 
authorities in particular have expressed 
concern over reports of mass-scale arrests 
and torture of political opponents. 
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CHINA 


Unease mounts over future military role 


Power of the gun 





By Tai Ming Cheung in Hongkong 


major power play is in the making 

among China's generals in anticipa- 

tion of the death of paramount leader 
Deng Xiaoping, who recently turned 85. 
Rumours of military intrigue, though 
denied by Peking, have been rife, indicating 
at least a growing unease over the prospect 
of powerful military leaders muscling in to 
grab power. 

The military's dramatic return to the poli- 
tical arena in early June, when it was called 
upon to crush the student-led democracy 
movement, has again pushed it to centre 
stage, though this has yet to translate into 
any visible increase in its representation in 
key party or state organs. 

Of future developments that will most af- 
fect party-army relations and China's politi- 
cal fate, none will be more important than 
what happens to the Central Military Com- 
mission (CMC) and who replaces Deng as its 

an. 

The СМС is the organisational expression 
of the late Chinese leader Mao Zedong/s dic- 
tum that power comes from the barrel of a 
gun and that the Chinese Communist Party 
(CCP) should firmly control the gun. 

The CMC equals in authority both the 
politburo and the state council and is the 
only body Deng still officially chairs. Tradi- 
tionally, a seat on the CMC is a prerequisite 
for anyone aspiring to paramount political 
power. 

The CMC's political significance stems 
from historical, organisational and personal- 
ity factors. The personal status of the indi- 
vidual holding the СМС chairmanship, 
rather than the office itself, determines the 
extent of influence the chairman has on deci- 
sion-making beyond the CMc’s formal re- 
sponsibility on military policies. Neverthe- 
less, even by itself the CMC chairmanship is 
still a powerful post, controlling, as it does, 
the armed forces. 

Mao and Deng were quick to grasp the 
importance of personally controlling the mi- 
litary. Deng, like Mao, is likely to remain 
CMC chairman to the end rather than pass it 
on to any possible successor. While there 
have been various party general secretaries 
and premiers, there have only been three 
CMC chairmen since the mid-1930s: Mao, a 
brief interregnum by Hua Guofeng, and 
Deng, since 1980. 

With the recent leadership upheavals, 
and the sacking of Zhao Ziyang from all his 
posts, including as CMC first vice-chairman, 
the stage is'set for a succession struggle to 
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the CMC chairmanship even before Deng fi- 
nally goes. (Zhao's CMC first vice-chairman- 
ship was specially created for him, and 
therefore is unlikely to be filled again.) His- 
torical precedents and the organisational 
power derived from control of the military 
will not be sufficient to continue the CMC 
chairman-paramount leader link if the new 
chairman does not hold more general politi- 
cal clout. 

Most signs point to the current CMC gen- 
eral secretary and executive vice-chairman 
Yang Shangkun taking over as the next CMC 
chairman, primarily because with Zhao's 
departure there are now no other qualified 
candidates. The new CCP general secretary 
Jiang Zemin has a very limited power base 
in the civilian and military leaderships, and 
his nomination for a CMC post would almost 
certainly meet resistance from senior mili- 
tary commanders. 

Another rumoured candidate is conser- 
vative elder, and former general and CMC 
member Wang Zhen, though his advanced 
age and ultra-conservative views make him 
an unlikely choice. 

Yang was already pushing hard, analysts 
say, to move his supporters into important 


E 


Jiang; Yang: struggle for the trigger. 


slots well before the student upheavals 
began. He succeeded in having his younger 
brother, director of the People's Liberation 
Army's (PLA) General Political Department 
Yang Baibing, made CMC general secretary. 
He had also attempted to limit any possible 
erosion of the CMC's power, especially the 
shifting of some of its functional respon- 
sibilities, to the Defence Ministry. 
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But an attempt to have deputy chief of 
general staff (CoGs) Xu Xin promoted to the 
top position was frustrated. Although Xu 
was one of the favourites for the CoGs posi- 
tion in late 1987, it went surprisingly to Chi 
Haotian, then the political commissar for 
Jinan Military Region, not considered as a 
significant military posting. (The Chinese 
authorities have denied rumours that Chi is 
related to Yang.) Deng has the final say on 
such senior appointments. 

Yang's manoeuvrings for power have, 
sources say, irked many of his colleagues, 
and may have done his long-term succes- 
sion prospects little good. He is considered 
by many party leaders as unsuitable for 
promotion to senior patriarch being regasd- 
ed as too old and conservative. His was 
one of the names considered for the CCP 
general secretaryship following Zhao's re- 
moval, but was quickly passed over by 
Deng, sources said. 

Recent Hongkong press reports that 
Yang had ordered the arrest of Defence 
Minister Qin Jiwei — a possible rival — and 
three military region commanders, which 
were quickly denied by the Chinese au- 
thorities, may show attempts by some of 
Yang's opponents to publicly discredit him. 
Recent articles in Hongkong publications 
Cheng Ming and the Sing Tao Duily talk of a 
serious Deng-Yang rift, predicated on 
“Yang's plot to usurp military power" from 
Deng. 

Many observers are sceptical of these re- 
ports, and point out there is no clear evi- 
dence of a major split between Yang or 





Deng, though a “small ‘family’ quarrel 
maybe possible,” said one Western military 
analyst. Chinese military officials in the capi- 
tal are surprised at these rumblings in Hong- 
kong. 

These rumours and attacks against Yang 
are believed to originate from within the mi- 
litary establishment in Peking. Qin may well 
be a possible opponent of Yang, as he is seen 
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as a moderate and, as the most senior serv- 
ing general, a possible rival to Yang in taking 
over the reins of the PLA. Others mentioned 
in opposing Yang include the three regional 
commanders rumoured to have been ar- 
rested with Qin: Zhou Yibing of Peking, 
Zhang Wannian of Canton, and Xiang 
Shouzhi of Nanjing. 

Officially, Yang remains very much in 
favour at the top, as shown by the promi- 
nence accorded to him during his public ap- 
pearances. He and Deng are old comrades 
in arms from the civil war days. Yang has 
been CMC general secretary for the past eight 
years, and in this role he has acted as a faith- 
ful servant, rather than a successor in the 
wings. In that time, he and Deng have not 
known to have been seriously divided on 
any major policy issue. 

Nevertheless, if Yang has begun to stake 
his claims to Deng's mantle, this could be 


cause enough to risk his relationship with 
Deng — the fall of Hu Yaobang and Zhao 
are reminders of the perils of being heir-ap- 
parents. But at a time when a stable and 
united leadership is crucial, Deng would be 
reluctant to be seen to be involved in a major 
rift with Yang. 

Although Deng has reiterated his desire 
to retire when stability is fully restored, he 
reportedly said in a 31 May internal speech 
published by the Hongkong newspaper 
Wen Wei Po, he would do so only "after the 
prestige of the new leadership is estab- 
lished," which will undoubtedly take some 
time. 

Sources say that Deng added that his re- 
tirement may not be for another few years to 
allow Jiang time to consolidate power and 
hold off Yang's challenge. 

When Deng finally departs, the political 
roles of the CMC and the military are likely to 





PAKISTAN 


The Sindh government is paralysed by ethruc disorder 


Polarised p 





By Salamat Ali in Karachi 

thnic polarisation coupled with es- 
E calating confrontation between heav- 

ily armed groups have brought about 
a pervasive feeling of insecurity in Pakistan's 
second-largest province Sindh. Cars head- 
ing north on the national highway band to- 
gether in convoys for protection and the 
flaunting of wealth has been greatly reduced 
for fear of kidnapping and robbery. 

But while most Sindhi politicians argue 
that the situation has not yet reached the 
brink and that widespread bloodshed can be 
averted, critics believe the political manage- 
ment needed to reverse the situation is un- 
likely to emerge soon. They cite the impo- 
tence of the Pakistan People's Party (PPP) 
government in Karachi. The РРР is the ruling 
party, but to stay in power both in Is- 
lamabad and in Sindh, it has been forced to 
form an alliance with the Muhajir Qaumi 
Movement (MOM), which represents the 
Urdu-speaking immigrants from India. The 
MQM’s demands for ethnic autonomy for the 
muhajirs, frequently backed with violence, 
have placed severe constraints upon the 
PPF's ability to exercise power in Sindh. 

Sindh's current phase of troubles began 
with the 1983 movement against the mili- 
tary dictatorship of then president Zia-ul 
Haq. The movement was confined to rural 
areas where ethnic Sindhis are in an 
overwhelming majority. The muhajirs, who 
numerically dominate the urban areas — 
especially in the provincial capital Karachi, 
Pakistan's biggest city and in Sindh's 


litics 

second city Hyderabad — remained aloof. 

As well as instituting a military 
crackdown in the Sindhi rural areas, Zia 
channelled national resources into economic 
development in the north, in the adjoining 
province of Punjab. Through clandestine 
means he also fragmented the Sindhi polity 
by promoting violent confrontation be- 
tween Sindhis and non-Sindhis and be- 
tween various sects of Muslims. In addition, 
factionalism was encouraged among Sin- 
dhis themselves. Sindhi feudal landlords 
collaborating with the Zia regime were en- 
couraged to form private armies which re- 
main intact. 

At the same time drug mafias developed 
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see major revision. Deng is the last in the 
line of revolutionary soldiers-turned-politi- 
cans. 

No other leader has the ability or stand- 
ing to control the military that Deng has, not 
even Yang. This will not necessarily mean 
the military will assume a more active politi- 
cal role once again, though that would de- 
pend on how divisive the succession would 
become. 

However, one event hardly conceivable 
before June was the possibility of a palace 
coup by the generals. Such a takeover, a 
growing number of Chinese and foreign 
analysts believe, may not appear as incredi- 
ble now, and maybe more likely than a 
smooth transfer of power. If a severe period 
of political instability were to follow Deng's 
passing, the military could be left with little 
alternative but to take over power and re- 
store law and order. 5 


in Sindh, the drug-supplying north's sole vi- 
able access to the sea. Using the Afghan war 
as a cover, the mafias expanded their ac- 
tivities, centring their business largely upon 
Karachi, which is Pakistan's principal port. 
Weapons also began pouring in until a situa- 
tion was reached when private citizens ac- 
quired unprecedented quantities of automa- 
tic firearms, rocket launchers and sophisti- 
cated land mines. The new government has 
been unable to make anyone surrender 
these weapons. 

Zia's policies created for himself a lobby 
in Punjab, currently ruled by the PPP's 
principal opposition grouping the Islamic 
Democratic Alliance (IDA), but totally alien- 
ated Sindh. Almost all new textile milis, 
sugar factories, fertiliser plants and new irri- 
gation works and power stations were con- 
centrated in the north. Rural Sindh currently 
is receiving per capita about 20% of the elec- 
tricity available to Punjab. Against this back- 
drop was a clandestine influx into Karachi of 
more than 1 million illegal Urdu-speaking 
immigrants from India and Bangladesh as 
well as several hundred thousand Afghans 
and Iranians. 


urrently, Karachi's nearly 10 million 

population is split between 60% 

Urdu-speaking muhajirs, over 30% 
Punjabi- and Pushto-speaking people and 
less than 10% Sindhis. The population 
growth in Sindh, coupled with the pro- 
vince's economic stagnation, has created a 
vast army of unemployed youth, who play a 
predominant role in bank and highway rob- 
beries and abductions under the guise of po- 
litical activism. 

In a situation where no one is safe there 
have been some curious constraints on the 
flaunting of wealth. The Federation of 
Chambers of Commerce and Industries 
found a number of its Sindh-based mem- 
bers refusing to accept performance awards, 
because they feared this would result in 
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their being singled out by potential kidnap- 
pers. One Sindhi feudal landlord who com- 
plained about the general insecurity created 
by the abductors, was mildly admonished 
by officials for travelling in an expensive im- 
ported car and wearing a diamond-studded 
custom-made Swiss watch. 

During the day, car owners leaving 
Karachi band together in convoys for the 
drive north, while Sindh's highways are 
mostly cleared of traffic after dusk. Robbers 
have a free run of the Sindhi countryside, 
demanding hospitality from helpless villa- 
gers, who later are blackmailed by police 
threatening to jail them for harbouring 
criminals. Totally engrossed in the still 
largely urban-based confrontation between 
ethnic groups, the Sindh government has 
done little to improve the rural Sindhis’ 
ordeal from stagnating agriculture, ruthless 
robbers, equally rapacious landlords and a 
corrupt bureaucracy. 

Sindh Chief Minister Syed Qayam Ali 
Shah of the PPP lays most of the blame on the 
drug mafias and the legacy of the Zia re- 
gime. He also blames the IDA in adjoining 
Punjab, which he alleges encourages disaf- 
fected elements in Sindh. But his domestic 
critics blame the political impotence forced 
upon the chief minister on his party's al- 
liance with the MQM. The MQM has armed 
thugs, a well-trained clandestine com- 
mando force and, according to Pakistani 
newspapers, its own torture cells. By 
threatening to break its alliance with the PPP, 
the МОМ on several occasions has forced the 
Sindh government to release arrested mem- 
bers charged with various crimes including 
murder. 

The charismatic MQM leader Altaf Hus- 
sein, though considered a conciliatory figure 
in the ethnic confrontation, is under increas- 
ing pressure from his followers. His success 
in the Urdu-speaking constituencies of 
Sindh in the November general elections 
translated into neither jobs nor educational 
opportunities for muhajirs. He is under at- 
tack by a faction which wants him to make 
common cause with Punjab against the Sin- 
dhis and consequently has been forced to 
adopt a more militant posture, including a 
recent statement that if territory was neces- 
sary for a nationality to assert its rights, his 
people would “conquer some territory.” 
This has further fanned Sindhi fears of 
ethnic and cultural submersion. 

Abdul Hafeez Pirzada, one of the leaders 
of the Sindh National Alliance, an umbrella 
organisation of ethnic Sindhi parties, told 
the REVIEW that a settlement of ethnic con- 
frontation was possible through decentrali- 
sation of power from Islamabad to the pro- 
vinces and further down to cities and towns. 
But he said such a solution could come only 
through sensitive handling by both sides to 
persuade them to abandon extreme posi- 
tions. And judging by the highly cautious 
style of the PPP government, a settlement 
seems a lorig way off. + 
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Policy on defecting mainland pilots criticised 


Flight capital 





By Lincoln Kaye in Taipei 

aiwan's policy of rewarding defecting 

mainland pilots has been criticised by 

a number of disparate groups, who 
contrast the Kuomintang (KMT) govern- 
ment's largesse of gold bullion awards for 
the fleeing aviators with its policy of denying 
entry to expatriate Taiwanese dissidents and 
pro-democracy supporters trying to escape 
Peking’s wrath, and the slim benefits be- 
stowed on veteran KMT soldiers. 

The protests followed the defection of 
24-year-old Lieut Chiang Wenhao, who 
landed his MiG19 fighter on the tiny KMT- 
controlled fortress island of Kinmen, sepa- 
rated by a 2-km channel from the coast of 
China's Fujian province. Chiang's flight 
lased just 14 minutes, but it took almost as 
many hours to smuggle him by ship — dis- 
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Chiang receives a jubilant welcome. 


guised as a Taiwan naval officer in order to 
deny mainland gunners a target — from 
Kinmen to Taipei, some 150 km away. 

The announcement of Chiang’s arrival in 
Taipei triggered protests from activists rep- 
resenting interests across the political spec- 
trum, many of whom were quick to high- 
light the contrast between the government's 
lavish welcome for the pilot and its treat- 
ment of home-grown dissidents. 

Taipei's immigration officials are ordered 
to bar the return of hundreds — some say 
thousands — of disaffected Taiwanese liv- 
ing overseas. The protesters demanded to 
know how the government could maintain 
such a policy against its own citizens, while 
offering gold bounties and instant military 
commissions to mainland defectors. 

Chen Wan-jen, an exiled journalist who 
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slipped back into Taiwan despite a govern- 
ment ban, sought to make this point at 
Chiang’s first news conference. Chen is 
pressing for official resident status so she 
can run for office in December's islandwide 
elections. She was arrested, but released 
later the same night, even as her club-wield- 
ing supporters clashed briefly with police. 

Letters to the local newspapers also 
pointed out the disparity between Taiwan's 
treatment of Chiang and its firm policy of 
barring mainland political or economic ref- 
ugees. To protect the overpopulated island 
from a demographic tidal wave, Taipei last 
year passed a National Security Act spell- 
ing out strict conditions for immigration. 
Among the requirements are four years resi- 
dency in non-communist countries before 
mainlanders can even apply to come to 
Taiwan. The new law, however, does not 
apply to military defectors, government 
spokesman Shaw Yu-ming explained. 

Other groups were less truculent, but 
just as pointed in their protests. The 2,000 
taels of gold awarded to Chiang sparked bit- 
terness among the elderly mainland army 
veterans who fled to Taiwan with the 
Nationalists after their defeat in the Chinese 
civil war 40 years ago. The only bounties the 
KMT gave its own soldiers were land deeds 
to mainland farm plots, contingent upon the 
remote possibility of the Nationalists ever re- 
turning to power in China. 

In addition to sparking domestic pro- 
tests, Chiang’s defection posed a problem 
for KMT political strategists — how to score 
propaganda points from the pilot's anti- 
communist rhetoric without stirring up a 
mainland backlash. Ideology aside, Tai- 
wan's booming economy increasingly 
depends on China for trade and investment 
opportunities. 

Chiang is the 14th mainland flier to arrive 
in Taiwan since 1960, when the government 
started offering gold bounties for defecting 
pilots. Most have flown to the main island of 
Taiwan or to third countries like South 
Korea. But Kinmen was as far as Chiang 
could get on the reduced fuel load the 
Chinese now issue to discourage defections. 
More than a dozen Taiwan pilots have de- 
fected to the mainland, including one earlier 
this year. 

Gold bullion rewards are paid on a slid- 
ing scale, dependent on the type of air- 
craft the defectors bring with them. Taiwan 
reduced its bounties by more than 50% 
on average last year, after the mainland 
ended the payment of bounties to defectors 
altogether. a 
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Lefiwing parties divided internally over policy 


Ideological crisis 
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opposition parties, the Communist 
Party of Bangladesh (CPB) and the Na- 
tional Awami Party (NAP), are having seri- 
ous problems which may eventually force 
them to split into several small splinter 
groups, weakening their political clout. 

The СРВ, which had used the NAP as a 
front organisation until the latter distanced 





itself about 10 years ago, is plagued with the 


fallout from the Soviet Union's new policies 
of perestroika and glasnost. For decades, 


most developing world communist parties. 


were being actively guided by Moscow and 
had grown used to comradely advice in 
charting their domestic political line. The 
СРВ'ѕ problems on ideological issues, accord- 
ing to a party source, began soon after Soviet 
President Mikhail Gorbachov initiated re- 
forms in his own country and party and 
asked other national communist parties to 
“mind their own business." 

The source said that the CPB's secretary- 
general Saifuddin Ahmed Manik and some 
of his close associates, in line with Moscow's 
new policies, had advocated more demo- 
cratisation within the party and less control 
over its other front organisations, including 
trade unions and student groups. The СРВ'ѕ 
central committee at a recent meeting dif- 





PACIFIC 


fered with the line adopted by Manik and 
formed a three-member committee to de- 
cide the party’s policy. “It means Manik has 
effectively lost control over the party,” the 
source said. 

Meanwhile, a less critical but still serious 
problem is brewing over the call by some in 
the CPB to dispense with the paid "full-time" 
leaders and activists who have been work- 
ing for the party for decades. These workers 
collect donations which are deposited in the 
party coffers and draw their wages from the 
party, but currently are having some finan- 
cial problems, apparently as a result of the 
slashing of funds which used to come from 

` But the CFB appears likely to hold to- 
gether, unlike the NAP which is splitting into 
three different groups. NAP’s president, 
Muzaffar Ahmed, a close confidant of Mos- 
cow who always fought against the СРВ'ѕ at- 
tempt to control the party and had largely 
succeeded in eluding the CPB's pressures, is 
now being accused by dissidents of high- 
handedness and misapropriation of party 
funds. Ahmed also has been accused 
of condoning anomalies in awarding 


Soviet scholarships to local students; 


violating party policies through the use 
of the party’s weekly newspaper Nutan 
Bangla, and buying a plot of land to 


set up the party's training centre at Ma- 


Nauru’s long-serving president DeRoburt ts replaced 







Hammer DeRoburt, has been replaced as 
president in a parliamentary vote — though 
some diplomatic observers are not discount- 
ing the possibility of him making a come- 
back, as he has in the past. 
DeRoburt has been president, except for 
a couple of short breaks, ever since the is- 
land gained independence from Australian 
administration in 1968 and has come in for a 
great deal of criticism for his lavish lifestyle 
and the way in which his government has 
invested phosphate mining royalties, much 
of which is set aside to secure the long-term 








future welfare of Nauru’s 6,000 people 


'REVIEW, 29 June). 

He was replaced so quietly that it was 
only officially confirmed, following brief 
Australian press reports, in a 4 September 
Nauru Government press statement which 
said that DeRoburt's government had been 
defeated on a motion of no-confidence on 17 
August. The vote was 9-5 in favour of the 
motion and soon afterwards Kenas Aroi, 
who has been a close adviser to DeRoburt in 
recent years, formed a new government and 
became head of state. In denying that the 
event had been kept secret, the statement 
said that "the news item was reported in the 
local media in Nauru" and the change of 
government had been notified to govern- 
ments with which Nauru has diplomatic ties. 
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danpur, near Dhaka, in his own пате. 

The party's divisions go back to 1978, . 
when then secretary-general of the NAP, 
Matiya Chowdhury, formed her own 
group. In 1981, shortly before the return 
from exile in India of Sheikh Hasina Wajed, - 
the head of the centrist opposition party, 
the Awami League, Chowdhury joined: 
Hasina's party. Subsequently, Chowdhury) 
Harun-ur-Rashid, Pir Habibur Rahman and _ 
Pankaj Bhattacharya formed NAP (Harun) 


and Syed Altaf Hussain and Suranjit Sen 
Gupta formed the Ekota Party, dissociating. 


themselves from the original NAP. PE 
Then, in March 1987, following several. 


prolonged sessions, the leaders of these 
three groups again merged into NAP as gne- © 
party with Muzaffar Ahmed and Bhat ^ 
tacharya as president and secretary respec 
tively. But soon after this merger, differ 
ences within the leadership of the three fac- © 
tions resurfaced. This time, however, NAP 


secretary Bhattacharya has been siding with 
NAP chief Ahmed. Ahmed and his group are : 
accusing dissidents of reaching a secret un 
derstanding with the government and the 
Awami League for a mid-term poll. They 
said Sen Gupta, who currently is out of the 
country, maintains close ties with Hasina. 
They alleged that Hasina — who has recent- 
ly gone to London, ostensibly for a medical 
checkup — actually has made trips to the US. 
and West Germany to campaign for а па- 
tional election as visualised by the govern- 
ment. : 

The NAP president has issued a notice ex- 
pelling four dissident presidium members 
and four central secretarial members. The 
CPB, with its own organisational problems to 
tackle, has been maintaining total neutrality 


-on the NAP crisis. ." 


Earlier this year, Nauru, which has very 
strained relations with its former colonial ad- 


ministrator and biggest neighbour, filed а 
claim against Australia in the International 
Court at The Hague. The state is seeking an. 
compensation for environmental damage __ 
done to the island by the massive mining of | 
phosphate before a financial settlement was 


reached at the time of independence which . 
was supposed to have absolved Australia 
from all further claims. | p. 

Nobody denies that the island — whose _ 
sole export resource is the phosphate . 


formed in accumulated bird droppings — = 
has been devastated by the mining which = 


has been continuing all this century and has A 
left 80% of the surface an uninhabitable, bar. 


ren moonscape. The issue which Australia. 


says it is determined to fight, is thatit should 
a 





carry the cost — estimated as high as A$200 -= 


million (US$152.9 million) — for restoring 


the soil and vegetation cover. The Austra- 


lian Government claims that DeRoburt has 
squandered a huge fortune which should 
have made his people financially indepen- 
dent for all time. s 
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Bank Leu respects and protects the traditions and values of others. 


The future appears increas- 
ingly uncertain. Events beyond 
control now threaten the 
security of private assets. 
Bank Leu of Zürich, however, 
the lion bank, represents 
strength, stability and tradition. 
With banking secrecy assured, 
our Representative Office in 
Hong Kong will assist you to 
place your fiduciary time 


deposits, in US$ or other cur- 
rencies, in the safe environ- 
ment of Switzerland. Funds 
are tax-free and can be colla- 
teralized, so easy access is 
guaranteed. 

For more information on how 


our strength can become 
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Hong Kong office. Ask for our 
Senior Representative for the 
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our Assistant Representative, 
Benedikt Maissen. 
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THE 5TH COLUMN 


Sanctions on China 


ealpolitik-as-usual is former US 

president Richard Nixon's pre- 

scription for relations with China 

after the 4 June Peking massacre. 
And urging an end to the international sanc- 
tions imposed on China, Nixon, his former 
secretary of state Henry Kissinger, leaders of 
the ruling Liberal Democratic Party govern- 
ment in Tokyo and other men of affairs are 
all calling for a return to the status quo. 

The problem is that China is never going 
to be the same again after June, confounded 
in contradictions of its own making. 
Paramount leader Deng Xiaoping could not 
return to business as usual even if he 
wanted to. In fact, the political instability of 
the Deng regime and China's economic vul- 
nerability to outside influence provide op- 
portunities for truly effective Western sanc- 
tions. 

The initial official reaction in the West to 
the massacre was a contradictory mixture of, 
on the one hand, horror at the killing and 
sympathy with the students and their sup- 
porters in the country and, on the other 
hand, a pragmatic determination to pre- 
serve important economic and strategic rela- 
tions with China. 

By six weeks after the massacre, how- 
ever, the major Western powers and Japan 
had agreed to what was, in many respects, a 
model package of symbolic and material 
sanctions imposed in concert to achieve spe- 
cific, limited objectives. They included a 
forceful condemnation of the government in 
Peking as well as a high degree of multilat- 
eral cooperation among sanctioning coun- 
tries — especially within the EC and the so- 
called Group of Seven (G7) of rich capitalist 
countries. 

While no significant relations with China 
were broken, a wide range of economic and 
technology-transfer relationships were sus- 
pended. By placing these critical ties with 
China on “hold,” the Western powers 
maximised their short-term leverage on Pe- 
king. 

The objectives of the Western sanctions 
were, at the outset, to condemn Peking for 
killing unarmed demonstrators and to urge 
them to stop the killing in the aftermath of 
the massacre. Later, sanctions focused on 
pressing the government to stop the arrests 
and executions of people involved in the 
democracy movement, to lift the coun- 
trywide repression that followed the mas- 
sacre, to end martial law in Peking, and to 
encourage Peking to return to the pre-mas- 
sacre path of political and economic reform. 

Inevitably, there were substantial differ- 
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ences within and among governments re- 
garding sanctions. Japan, China's largest 
trading partner and most substantial bila- 
teral aid benefactor, was a reluctant partici- 
pant. At a press conference held 10 days be- 
fore the G7 summit in July, Japanese Foreign 
Minister Hiroshi Mitsuzuka said Japan 
would "oppose criticising China by name at 
the summit in Paris" and would try to con- 
vince the other countries to avoid further 
isolation of China. 

But in the end, Japan joined the other 
six countries — the US, Britain, France, 
Canada, West Germany, and Italy — in 
their joint “declaration on China,” which 
condemned the repression in China, sus- 
pended official high-level contacts and arms 
trade with Peking, post- 
poned consideration of new 
loans to China from the 
World Bank and extended 
the stay of Chinese students 
in their respective countries. 

The declaration also call- 
ed on Peking "to do what is 
necessary to restore confi- 
dence in Hongkong," where 
unprecedented public dem- 
onstrations had been held 
in support of the Peking stu- 
dents and public confidence 
in the 1984 Sino-British 
agreement on the colony's 
post-1997 future had col- 
lapsed following the 4 June 
massacre. The declaration 
concluded by urging the Chinese authorities 
“to create conditions which will avoid their 
isolation and provide for a return to coopera- 
tion based upon the resumption of move- 
ment towards political and economic reform 
and openness," which had been initiated by 
Deng. 

Thus far what has presented difficulties 
for China has not been the impact of sanc- 
tions on its economy — since the effect of 


se 


Thus far what has presented 
difficulties for China has not 
been the impact of sanctions on 
its economy . . . but rather 
problems of the Deng 
government's own making. 
99 
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Nixon: end sanctions. 


economic sanctions is always slow to be 
realised and, in this case, no trade has been 
obstructed except in the military sphere — 
but rather problems of the Deng govern- 
ment's own making. 

Foreign investor confidence has been 
shattered by the massacre and by political- 
risk assessments by foreign companies gd- 
versely affected. China's credit rating has 
come under review by Moody's and is likely 
to be downgraded, and China's tourist in- 
dustry, which earned US$2.2 billion in 1988 
will probably be US$1 billion short of ex- 
pected earnings for 1989, according to esti- 
mates given in a recent CIA study of the 
Chinese economy. 

“The key change,” a business newsletter 
stated, "is in the West's per- 
ception of China. The West 
has been rudely reminded of 
the speculative nature of 
doing business with or in 

The forecasts in the CIA 
study, presented to the joint 
economic committee of the 
US Congress, were generally 
pessimistic, concluding that 
the “preoccupation of 
China’s leaders with con- 
solidating power, restoring 
ideological orthodoxy and 
maintaining social order will 
probably prevent them from 
formulating new solutions to 
the country’s economic prob- 
lems. Consequently, China’s reform pro- 
gramme is likely to be bogged down for the 
next few years.” 

Over the longer term, the links between 
official sanctions and business confidence in 
China will be critical. For example, the offi- 
cial suspension of new loans from the World 
Bank, International Monetary Fund, Asian 
Development Bank and Japan aid program- 
mes, restricts China’s access to foreign ex- 
change, as do declines in new private invest- 
ment and new orders for China exports and 
the sharp drop in tourist revenues. 

The US House of Representatives voted 
unanimously on 29 June to enact legislation 
enforcing sanctions already taken by the ad- 
ministration of US President Bush, which 
includes suspension of new trade and deve- 
lopment funds and insurance for US private 
investment under Overseas Private Invest- 
ment Corp., which provides insurance for 
US investments abroad. In addition, the US 
Congress has placed under consideration 
China’s most favoured nation trading 
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status, restrictions on new Export-Import 
Bank loans and renegotiation of the bilateral 
Multi-Fibre Arrangement among other pos- 
sible sanctions against China. 

One significant determinant of the im- 
pact of sanctions is the relative political and 
economic stability of the regime in power in 
the target country. This is China's particular 
Achilles heel. True, Deng and Premier Li 
Peng have both stated that China cannot be 
influenced by sanctions, and foreign 
"friends of China" who should know better 
have echoed the official line. 

But in fact, China, whose foreign trade is 
now close to 20% of GNP, is immensely vul- 
nerable to foreign economic influence, espe- 
ciaJy because the new ruling coalition of 
Chinese Communist Party (CCP) leaders 
under the nominal leadership of the new 
general secretary, Jiang Zemin, is funda- 
mentally unstable for five important 
reasons. 

First, the CCP leadership, following the 
sacking of Zhao Ziyang, does not constitute 
a viable successor regime to 85-year-old 
Deng. The formal top leaders (members of 
the politburo's standing committee) have no 
independent bases of power in the party, 
army or government. Instead, they hold 
their positions mainly because of their per- 
sonal relationship with Deng. 


eng has now failed twice to estab- 

lish successor regimes in less than 

three years (Hu Yaobang was 

ousted in 1987, and now Zhao). 
And, as Zhao told Soviet leader Mikhail 
Gorbachov during his official visit to China 
in May, the party itself agreed in 1987 that 
Deng was to have the last word on impor- 
tant decisions anyway. 

Second, the Chinese economic-reform 
process is stymied. The reforms cannot con- 
tinue without a basic restructuring of the 
economic system. This in turn requires 
major changes in the political system suffi- 
cient to provide new institutions which can 
hold government and party leaders account- 
able for illegal activities, expose official cor- 
ruption and abuse of power, replace incom- 
petent leaders and protect dissenters in po- 
licy debates from retribution. 

At the same time that Deng was trying 
to wipe out the democracy movement in 
China by force, the Soviet Union, Hungary 
and Poland have been pioneering the kinds 
of political reforms that are prerequisites for 
putting in place "market socialism" in a 
communist party — ruled command econ- 
omy. Without an independent news media, 
effective rule of law or opposition political 
parties to hold the ruling party to account, it 
seems impossible to accomplish the con- 
troversial transformation of the economy to 
what is fundamentally a market system. 

China's towards this kind of po- 
litical reform was halted in September 1988 
when an economic austerity programme 
was announced and further market reforms 


were postponed. Since Deng had to call the 
Long March conservatives in the party 
hierarchy back from semi-retirement in 
order to gain sufficient support to oust Zhao 
and his reforms, the new coalition of forces 
in power in China is now even less likely to 
favour political reform. The party purge pre- 
sently under way is rooting out precisely 
those people who were placed in positions 
of power by Zhao to design and to imple- 
ment political and economic reform. 

Third, China has undergone a revolution 
of rising expectations since economic reform 
began in 1978, but now the government can- 
not deliver on those promises without basic 
structural transformation. Deng promised 
the Chinese people a better life, and they 
have taken seriously his call that "to get rich 
is glorious." 

Chinese consumers have found out how 
far they are behind the rest of the world, 
from tourist visits, news reports and televi- 
sion advertisements. The universal desire 
for a better material standard of living must 
somehow be satisified if sta- 
bility is to be maintained. 

Fourth, Hongkong, long 
a key source of foreign ex- 
change, investment and 
technology for China, has 
now become а potential 
source of instability because 
of the politicisation of its 
people in response to the 
student movement and the 
Peking massacre. Public dis- 
trust of commitments made 
by Peking for the time after 
mid-1997, when China re- 
gains control of the territ- 
ory, is so pervasive that 
some analysts have raised 
the possibility that Hong- 
kong could become ungovernable by 1991 
or 1992. 

And, finally, the legitimacy of com- 
munist party rule and the respect for the 
People’s Liberation Army has been seri- 
ously underminded as a result of the Peking 
massacre and the continuing repression. 
Some analysts have detected a sense of fear 
among the CCP leadership that they almost 
lost control during the democracy move- 
ment in May and June, and an anxiety main- 
tain control at all costs. Train bombings, at- 
tacks on soldiers posted in Peking to main- 
tain martial law and passive resistance by 
citizens are just some indications of continu- 
ing opposition to CCP rule. 

Peking's decision to send all university 
graduates to work in the countryside and 
the postponement of the beginning of class- 
es in September at Peking University until 
after the potentially volatile 40th anniversary 
of the founding of the People's Republic on 1 
October, both provide evidence of the CCP's 
fear of continued student-led protests. 

The Big Lie that the government has 


been propagating about what actually hap- 
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pened in Peking on 4 June is in direct con- 
tradiction with the “open policy” to the out- 
side world which is so vital to the success of 
economic reform. It is difficult to see how 
propagating this lie can help the CCP regain 
sufficient authority to establish any real basis 
for political stability in China. 

Many Chinese, especially in the cities, al- 
ready know too much to believe what they 
are being told by the Chinese media, and if 
China is truly to be kept open, the truth will 
continuously be coming in from the outside. 
Hence, it is likely that China will close the 
door to the West bit by bit simply as a func- 
tion of its commitment to domestic repres- 
sion. China's recent withdrawal from the 
American Fulbright academic-exchange pro- 
gramme is an example. 

In sum, the Deng-Jiang regime at best 
can only hold together as long as Deng is 
able to maintain control, and in the mean- 
time, it cannot solve China's basic problems 
or continue the nece process of reform. 

The West should not seek to prolong 
the regime's existence, but 
should instead do what it can 
to encourage the evolution 
of a successor leadership. 
Keeping the 


on "hold," Western govern- 
ments should not reward 
repression by renewing aid 
to the Deng government, or 
agree to live with the Big Lie 
by attempting to return to 
business as usual under the 
present circumstances. 

Deng and the conserva- 
tives could, of course, decide 
to shut China off from the 
outside world, as the late 

party chairman Mao Zedong 
did during the Cultural Revolution, but that 
is only likely to sharpen the domestic con- 
tradictions. 

Alternatively, they could turn away from 
the West and attempt to build an accommo- 
dation with the East bloc. The problem there 
is that the Soviet Union and Eastern Europe 
cannot provide what China most needs: 
capital and high technology. Gorbachov, in 
any case, seems little interested in helping 
China, but rather has his own aspirations re- 
garding cooperation with the West and par- 
ticipation in the world market economy. 

Moreover, an open door to the East 
would let in a different kind of "spiritual pol- 
lution," since many of the political reforms 
already introduced in the Soviet Union, Po- 
land and Hungary are "counter-revolution- 
ary" by China's present ideological stand- 
ards. E] 


Peter Van Ness is a senior research fellow in 
the Department of International Relations at the 
Australian National LIniversity, Canberra. A 
Sinologist, he was in China коош the demo- 
cracy movement this year. 
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Thanks to BP solar 


lighting, Colin’ future 


looks conside rably 


brighter. 





Colin can read 
by sunlight even 


after the sun 
has gone down. 


Colin lives in a remote African village. 

He has no light to study by at home, so after 
a full day of classes he remains at school to finish 
his homework. 

You may wonder where he gets the energy. 

Actually it comes in the form of electricity 
generated by solar modules. 

BP began distributing solar technology in 
Africa in 1981. Since then we've supplied solar- 
powered vaccine refrigerators and water pumps to 
clinics, and lighting systems to schools throughout 
the continent. 

Solar technology may never eclipse conven- 
tional power sources. But it already promises the 
children of Africa a brighter future. 

Supplying solar power to remote parts of the 
world is one of the things BP is doing today, for 


all our tomorrows. 





For all our toOmorrows. 
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Foreigners increasingly victims of violent crime 


The wild east 


By Rodney Tasker in Bangkok 

or foreigners living in Thailand, vio- 
К lent crime is something they read 

about in their daily newspapers with 
a more or less detached shrug that it is Thai 
killing Thai. Business scores and personal 
vendettas are often settled by Thais through 
the cheap hire of gunmen, and armed rob- 
beries frequently end in shoot-outs. But a 
particularly callous murder of a young Ja- 
panese engineer in early September, appa- 
rently by robbers, has fed a growing feeling 
among foreign residents that no one is safe 
from the gun law which pervades certain 
sections of Thai society. 

The engineer, 30-year-old Kazuhiro Ta- 
keda, was the second Japanese to be mur- 
dered by Thai thugs in six months. He and a 
colleague were travelling in a car with a 
driver in Chonburi province, near the south- 
eastern resort of Pattaya, when gunmen in à 
pick-up truck opened fire on them. The car 
came to a halt and Takeda's colleague and 
the driver ran to safety in a field. Takeda re- 
mained at the mercy of the gunmen, and his 
body was found two days later with two 
bullet wounds in the back. 

As happens when a foreigner is killed 
in Thailand, a massive police manhunt 
was launched. Prime Minister Chatichai 
Choonhavan later spoke to the police 
general in charge of the search for 
Takeda's killers. A similar manhunt 
was mounted in March when 
another young Japanese man, who 
had just arrived in Bangkok on hon- 
eymoon with his wife, was mur- 
dered by a taxi driver and his ac- 


—— 
e Japanese couple had been 
picked up at Bangkok airport by the 
taxi for the ride to a hotel in the city. 
Instead, the two were taken to a re- 
mote area outside Bangkok, robbed 
and beaten so severely that the man 
died and his wife was in a coma for a 
while. The two culprits were later ar- 
rested, tried and sentenced to death. 

Takeda and his colleague worked 
for Toyo Engineering and Construc- 
tion Co., a Japanese firm involved in 
a petrochemical project in Thailand's mas- 
sive eastern seaboard development pro- 
gramme. There are a number of Japanese 
and other companies working in the area 
which has a reputation for crime, particu- 
larly after dark. 

A Japanese Embassy spokesman said 
that while no directive had been issued to Ja- 
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panese companies to pay more attention to 
security, "every time this kind of thing hap- 
pens, Japanese companies normally take 
better precautions." Japan is the biggest for- 
eign investor in Thailand, which is currently 
enjoying an investment boom, and nearly 
12,000 Japanese nationals are based in the 
country. Another 450,000 Japanese tourists 
visited Thailand in 1988. 

The Thai Government is obviously anxi- 
ous not to alarm foreigners living in the 
country. A senior police officer said that the 
police were particularly concerned to ensure 
security for foreign nationals, and added 
that the Japanese Embassy — alone among 
foreign missions in Bangkok — had often 
asked for special protection for Japanese 
commercial interests and businessmen. 
“The trouble is, the Japanese tend to go 
alone, away from the Thais, perhaps be- 
cause of the language problem, and are 
therefore not so easy to protect," the officer 
said. 

Probably by coincidence, a bomb ex- 
ploded outside a bar catering exclusively 
for Japanese in Bangkok's Patpong enter- 
tainment area later in the week. Two pass- 
ers-by were injured. Another bomb blew up 
an open-air beer bar in another part of the 
city, frequented mainly by Arab tourists, 
killing an Algerian and injuring several 





Takeda's relatives in mourning in Bangkok. 


other Arabs and Thais. Both explosions 
were put down by the police to commercial 
rivalry, rather than any attempt to target for- 
eigners. 

Yet the incidents highlighted the poten- 
tial dangers of living in Thailand. Gunmen 
can be hired for as little as US$1,000 to carry 
out murders, normally by pulling alongside 
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the victim's car and opening fire. The last 
major police report on crime prevention 
planning, in 1978, said that there was one 
murder or manslaughter in the country 
every four minutes. Official statistics 
showed that there were 5,866 serious crimes 
between January and June 1988, 53% of 
which were murders. 

One comforting thought, if it can be call- 
ed that, is that gunmen usually only hit their 
victims, and perhaps their bodyguards. But 
the killing of logging tycoon Somchai Re- 
rkwaralak in Nakhon Ratchasima, northeast 
of Bangkok, in July alarmed many Thais, be- 
cause the powerful bomb which despatched 
him outside a court house also killed 12 
others. This was beyond the bounds of nor- 
mal crime, even for Thais inured to dafly 
shootings. 

The police are much-maligned by Thais 
for failing to prevent such crimes, let alone 
catch the culprits. In many crimes involving 
arms, serving or retired policemen have 
been implicated as criminals. More as a 
propaganda exercise than an effective pro- 
ject, the police department recently an- 
nounced a 10-day crackdown on violent 
crime, in which 6,457 suspects were arrested 
and 30 guns seized in Bangkok alone. Enter- 
tainment districts in urban areas were also 
designated as weapons-free zones, with 
signs telling people not to carry their guns. 
But the exercise is unlikely to have any last- 
ing effect on a general propensity for violent 
crime which baffles social scientists seeking 
reasons for the phenomenon in a society 
purportedly ruled by traditional gentleness, 
and a Buddhist abhorrence of killing. 

One theory is that some Thais are 
emulating an earlier era in the US, where 
„ gangsters and public slayings were a 
* way of life. With insurgencies raging 

across Thailand's border with Burma 
to the west, and Cambodia in the 
east, there is a constant flow of arms, 
which makes weapons cheap and 
easy to acquire. It is not difficult to 
buy even war weapons, such as M16 
and AK47 combat rifles, machine 
guns and grenade launchers. One 
police officer said that when he was 
recently interrogating a major gangs- 
ter, the man reached out and patted 
the policeman's hidden pistol saying 
^what a small toy — I have a bigger 
one, an M16." 

An editorial in the English-lan- 
guage The Nation newspaper after the 
murder of Takeda said: "Society as a 
whole seems to have grown used to 
the daily killings and robberies." It 

added: “In trying to make Thailand attrac- 
tive to foreign investors as well as tourists, 
the government must not lose sight of the 
need to make the country safe for all Thai 
people to make a decent, peaceful living 
first.” Residents in Thailand, both Thai and 
foreign, have a feeling that time may be a 
long way off. ^ 
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AUSTRALIA 1 


Constitution may allow new attack on states’ powers 


Ihe fine print 








By Michael Malik in Sydney 

reen politics are emerging as the 

cause — or excuse — for the latest tilt 

by Canberra at one of Australia's 
core institutions, the much-loved and 
much-derided federal system whereby at 
quite enormous cost for a country of 16 mil- 
lien people, power is split between the 
national or "Commonwealth" government 
and six sovereign states. 

Perhaps not coincidentally, the last at- 
tempt to rebalance the system also went 
under an environmental banner — former 
prime minister Gough Whitlam's crusade in 
1972-75 to bring sewerage and bureaucratic 
civilisation to the sprawling, neglected outer 
suburban wastelands of Australian state 
capitals. That ended in considerable bitter- 
ness, not least within Whitlam's own Aus- 
tralian Labor Party (ALP) whose politicians 
cut their teeth in Tammany Hall-like state 
fiefdoms. The conservatives who replaced 
Whitlam were happy to return to federalist 
tradition. 

The pot simmers, but rarely boils over. 
However, the fact it is again heating up was 
signalled in a highly controversial sugges- 
tion in January this year by outgoing Gover- 
nor-General — and former chief justice of 
the High Court — Sir Ninian Stephen that 
the states ought to be abolished. 

Fiscal stringency has until now con- 
strained any ambitions to expand Can- 
berra's role under the six-year-old ALP gov- 
ernment of Prime Minister Bob Hawke. But 
there are increasing signs that Hawke and 
some of his colleagues, perhaps looking for 











a strong issue on which to fight an upcom- 
ing election, may be heading for a renewal of 
the conflict. Their weapon would be an 
obscure and untested provision of the con- 
stitution which, depending on its legal in- 
terpretation, could give them massive pow- 
ers to interfere in all matters relating to cor- 
porations — virtually all big businesses in 
Australia. 

And the issues on which it is suggested 
the government most wants to bring more 
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power to bear are certainly popular topics 
with a lot of voter appeal — the environ- 
ment, coastal development and urban re- 
newal. Recent state elections suggest that 
amid weakening party affiliations, environ- 
mental issues are potentially decisive. 

In addition, the inadequacies of divided 
legal jurisdiction over corporate activity has 
been shown up during the stockmarket 
boom of the past five years. Canberra is 
seeking to extend, with new legislation, its 
powers to regulate business practice, incor- 
porating in a new Australian Securities 
Commission (ASC) powers which under the 
present National Companies and Securities 
Commission are shared with the states. The 
government is also proposing a new Indus- 
try Commission which will enhance its con- 
trol over industrial reform, while diminish- 
ing states' powers in this vital area. 
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It is symptomatic of the often schizoi 
federal-state relationship that while fot 
states — New South Wales (NSW), Wester 
Australia, Queensland and South Australi 
— have joined in a federal High Cow 
challenge to the Asc legislation, NSW i 
simultaneously involved in a desperat 
struggle with neighbouring Victoria stat 
to host the headquarters of the asc if 
is ever formed. The host state would bene 
fit from newly created jobs and feder: 
funding. 

Until Canberra showed new signs of ir 
terest in extending its powers, the pragmati 
system of live-and-let-live between feder: 
and state governments had worked remark 
ably well for the 14 years following the Whi 
lam turmoil. 

Whitlam believed, as Treasurer Pat 
Keating in his turn certainly does now, tha 
only strong central government can foro 
through basic economic and social reforms 
Whitlam wanted to use the government" 
loose constitutional powers — under Sec 
tion 96 — to withhold funding to the state 
and concentrate it instead on existing cit 
councils and new regional bodies. Hi 
foresaw "scores" of such natural region: 
being carved out of the states, which by im 
plication would wither away. 

After Whitlam's controversial dismissa 
from power and subsequent defeat by the 
conservative Liberal-National coalition, his 
successor Malcolm Fraser proposed a "New 
Federalism" which, though long on high- 
sounding phrases, was vague in concep! 
and really amounted to a return to the status 
quo — a situation which has existed until 
now. 


utgoing Governor-General Stephen 
() closely followed the Whitlam line 


when he suggested at the beginning 
of this year "a single central government 
system, having greater powers than at pre- 
sent, as something acceptable to many, 
though not all, Australians, especially if 
marketed on a 'fewer-politicians-and-more- 
grassroots-democracy' basis." 

Although there was virtually no re- 
sponse from the public to this call, signifi- 
cantly it has been followed by new indica- 
tions that Canberra is seeking to increase its 
power. Possibly even more significantly, 
Hawke has named Stephen Australia's 
"Ambassador for the Environment" as part 
of his plan to gather the increasingly impor- 
tant "Green" movement into Labor's ranks. 

This campaign is being spearheaded by 
Environment Minister Graham Richardson 
— à key ALP "numbers man" — who told a 
Fabian conference in May that the govern- 
ment was failing to get cooperation from the 
states on forming a national plan for coastal 
management. He suggested that the 1901 
constitution which federated the self-gov- 
erning Australian colonies had been deliber- 
ately framed to prevent Canberra having 
power "over everybody's patch." But to ad- 
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ing the country, he said "we'll need power 
on a national scale." 

. Speaking mostly about the "greenhouse 
effect," Richardson added: "Unless there is 
a change in the constitution, then further 
down the track we will not be well equipped 
to deal with what is obviously going to bea 
huge national problem." 


But Richardson accepts that constitu- - 
tional changes are virtually impossible to 
achieve, and in July came his first references us | 
` touch very raw nerves. Control of land and 


to use of the existing "corporation powers." 
He told the National Press Club that in his 


struggle to limit logging in New South < 
^if the Commonwealth is unsatis- - 


Wales, 
fied with the result of negotiations . . . then 
the option for the Commonwealth to use the 
corporation powers will still be there and 
will be used." 

Later, in a speech in Darwin, Hawke 
made similar reference to using these pow- 
ers in cases where existing powers under ex- 
port or foreign investment regulations 
would not protect the environment from 
further damage from logging or coastal de- 
velopment. 

Keating got into the act when, in a 
“leaked” article to a favoured journalist — a 
Canberra tradition — he was said to be con- 
sidering using the corporation powers to 
force states into inner-city renewal, conser- 
vation, “good” architecture and a halt to un- 
controlled suburban sprawl. 

Remarkably, the corporation powers 
have been ignored by federal governments 
and such a use of them would be unpre- 
cedented — and would no doubt meet stiff 
legal challenges. They are enshrined, in a 
very offhand manner, in section 51 (20) of 
the constitution relating to the powers of the 
federal parliament, which briefly state: "The 
parliament shall . . . have powers to make 
laws with respect to . . . foreign corporations 
and trading or financial corporations formed 
within the limits of the Commonwealth." 

If the Hawke government were to suc- 
cessfully use such powers to override state 
control of land — also enshrined in the con- 
stitution — it would be one of the biggest 
shifts in relative power in more than 40 
years. The last one — the sole right of Can- 
berra to collect income tax — was made by 
the federal ALP government of Ben Chifley 
under special defence powers in place dur- 
ing World War II. 

The fact that no state — or federal — gov- 
ernment has seriously attempted to suggest 
Canberra give up what are technically 
lapsed taxation powers, highlights the prag- 
matic relationship which has existed most of 
the time and which somehow has avoided 
major conflict. 

Despite the state leaders traditional com- 
plaints at the largely ceremonial annual Pre- 
miers' Conference over the miserly grants 
the federal treasurer is prepared to give 
them on top of revenue raised from local 

charges, they are quite happy to allow the 






federal government bear the odium in- 
` volved in imposing income tax — while tell- 


ing their own voters they are being starved 
of funds by Canberra. And, of course, Can- 
berra is equally happy to retain sole rights to 
levy income tax because — as constitutional 
expert Prof. Frank Stillwell of Sydney Uni- 
versity points out — no politician ever will- 
ingly surrenders money or the power it 


| brings. ; 
But an attempt to take away state govern- 





ment. ights over land development would 


the right to grant development rights or re- 


zone land for different purposes is not only a 
-cherished power, it is a very sensitive and 


topical one in most states. In virtually every 













NSW. and Weder. Australia — there hav 
been recent land scandals (REVIEW, 2 
July ’88) апа in many cases serious alle- 
gations have been made about corrup 
tion among state politicians and de 
lopers. - 
While a friendly balance may have bee 
maintained between federal and state gov- 


. ,emments in recent years, one reason is that 
‘such rights have not been threatened. If, as _ 


Richardson suggests, the Hawke govem- 
ment wants to change the founding fathers. 
intention to limit federal power while “pro¬ 
tecting everybody’s patch,” federalism in 
Australia may well become more than just 


an academic subject. а 
9 7c 











AUSTRALIA 2 


Costly federalism seen as protector of diversity 


Safety in numbers 


value the federal system more as a check 

on concentration of power than as a 
particularly rational devolution of respon- 
sibilities. No single party or coalition man- 
ages to have all the federal and state govern- 
ments in its hands at one time, even though 
the basic split between the Australian Labor 


Г Australians have come to 





Party (ALP) and the conservatives applies 
across the country. 

Federal and state political cycles are out 
of synchronisation. Former ALP prime 
minister Gough Whitlam had to deal with 
truculent and scheming conservative gov- 
ernments in several states, including the 
most populous New South Wales (NSW), 
during the mid-1970s. After routing Whit- 
lam, the conservative Malcolm Fraser found 
the ALP taking over from tired conservative 
regimes — until only Queensland and Tas- 
mania were. left under friendly govern- 
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ments. The ousting of a corruption-prohie 
ALP government in NSW last year signalled 
another turn of the tide for Prime Minister 
Bob Hawke. 

For parties out of power in Canberra, 
government in a state gives rising stars 
political experience апа respectability 
in ministries, and provides enough “jobs 
for the boys” to keep key advisers from 
drifting away. The need to concentrate on 
basic issues affecting people’s lives — 
commuter transport, roads, police and so on 
— keeps a ч stamp on pu 
policies. 

Australia became a federation of six 
states — later joined. by two "territories" 
without full state rights — in 1901 as part of 
the process of consolidating, separate col- 
onies established by Britain during the 
gradual occupation of the continent. 
1901 constitution also includes astandin 
vitation to New Zealand to join the fede 
tion, an offer unlikely to be accepted despite 
the two countries’ increasingly close eco. 
nomic integration. st 

It has been said that once there was more. 
than one colony, eventual federation wasin- _ 
evitable. In the 1880s the traditional rivalries 
between NSW and Victoria centred on frie | 
tion over the collection of customs and ex- 
cise from the Murray-Darling river trade 
which involved both states. Queensland's 
attempt to annex eastern New Guinea in... 
1883 and rising Chinese immigration were ._ 
other developments which made it clear - 
there was a need for some continent-wide < 
collective customs, defence, foreign policy 
and immigration rules. К 
.. The Australian constitution is а massive 
document with 105 sections and dozens of — 
sub-sections, but in many respects it is 






















A rare opportunity to invest in one a the United States’ premier 
vacation spots is at hand. Goat Island South. 

Just a short walk by causeway from historic Newport, Rhode Island, 
this exclusive 39-acre island resort in Newport Harbor features a 
stunning view of the coastline and the bay, a 250-yacht marina, tennis 
courts, swimming pool, 24-hour security, helicopter pad, the luxurious 
Sheraton Islander Inn, and all the amenities youd expect. Complete 
management services available. 


A limited number of luxurious waterfront homes and condo- 
miniums are offered, priced from $225,000. 


To the discriminating buyer, Goat Island South is an exceptional 
investment. Real estate values in the Northeastern United States, and in 
. Rhode Island, in particular, have appreciated substantially in the last few 
A years. In fact, home values have increased r more e than 12896 in the last 
" five years alone 


If youd like to consider an investment inc one of America's most 
prestigious and historic coastal resorts, please c contact Ted Bateman, 
Goat Island Sales, Goat Island, Newport, RI 07840 USA. Call 
(401) 848-5511 or Fax No. AH 946-7210. 












Big country, very big government 


т Population 


loosely worded and has often been the sub- 
ject of legal battles over interpretation. Politi- 
cal and constitutional analysts are divided 
among those who believe the aim of the con- 
stitutional drafters was to limit federal pow- 
ers and those who think it was to provide a 
format which would see the withering away 
of the states. 

The constitution can only be changed by 
referendum with approval of a majority 
vote, which must also include a majority in 
four of the six states. However, despite dis- 
content on many issues, Australians are 
strangely wary of change. Of the 19 propos- 
ed amendments to the constitution put to 
the people since 1903, 14 have been de- 
feated. Of the five carried, only one had 
major political implications: the granting of 
control over Aboriginal affairs to the federal 
government in 1967. The remainder con- 
cerned minor technical issues; state borrow- 
ing to be subject to a Loan Council; the 
method of filling vacant senate seats; the 
two territories to be allowed to vote in ref- 
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erendums, and federal high court judges to 
retire at 70. 

Although in the early stages of World 
War ll, when the country felt threatened and 
when it united behind national leaders as 
never before, opinion polls suggested there 
was a majority in favour of scrapping the 
states. By 1944 public sentiment for this pro- 
posal had evaporated, and there has never 
been any attempt by a government to put 
such a question to the people and there has 
been little support for such an idea. 

Oddly enough, despite the problems 
arising from federal-state relations, there has 
been much more public support for the crea- 
tion of new states than for the abolition of 
existing ones. There have been longstand- 
ing campaigns for a “Riverina” state to be 
made up of northern Victoria and southern 
NSW, a separate state in northern NSW 
based on the region known as "New Eng- 
land," as well as demands to split both 
northern Queensland and northem West- 
ern Australia into separate states. 


oO annie 


Many experts on the subject feel that, 


~ given the vast areas involved — a landmass 


virtually the size of the US and greater than 
Western Europe — it is impractical to 
suggest it could possibly be administered by 
a central government alone, and see much 
to favour not only the present system but 
also an increase in regional assemblies. State 
governments make much of being closer to 
the people than Canberra ever can be, but 
administrators in Sydney, for example, can 
be just as divorced as the federal capital is 
from everyday concerns of people in, say, 
Bourke — more than 700 km away in north- 
west NSW. 

Much is made of the rivalries and 
differences between the states, but a, lot 
of it is illusory. It takes a skilled linguist 
to detect variations of accent, and even 
the “cultural” hallmarks are disappearing: 
local beers are disappearing under a tide 
of Swan (Western Australia), Fosters 
(Victoria) and Fourex (Queensland), while 
Australian Rules football is eroding the 
Rugby League bastions of NSW and 
Queensland. 

Sociologists who have studied Austra- 
lian attitudes point to opinion polls on so- 
cial issues and conclude, in the words of 
one, that “a remarkable feature is the degree 
of uniformity” across the states. There are 
no measurable state “attitudes.” Sydney 
University’s Prof. Frank Stillwell dismisses 
the whole idea of state rivalries as something 
which simply adds “fun” to being Austra- 
lian, rather than a serious matter. 

The supposed lack of uniformity in edu- 
cation policies, also heatedly argued, does 
not prevent the constant transfer of school 
and university students from one state sys- 
tem to another. And long-running argu- 
ments about unifying state regulations on 
food standards and labelling are less impor- 
tant than many contend. ш Michael Malik 
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A plague of politicians 


Although the Hawke government has made much of the budget 
savings achieved by the "razor gang" activity of a review team 
chaired by Finance Minister Peter Walsh, not even the iconoclas- 
tic Walsh is prepared to tackle the immense duplication of gov- 
ernment business involved in having seven bureaucracies — one 
federal and six state omnea cM E n рео. 
(This does not include those of the two largely self-governing fed- 
eral territories — the Australian Capital Territory and the North- 
ern Territory.) 

Some 23% of the workforce, or more than 10% of the popula- 
tion — 1.76 million people — are employed in the public sector. 
By contrast, Canada with some 26 million people and a similar 

phical size, has only 814,000 people listed as employed by 
| incial and municipal governments. 

The 16.5 million Australians must also carry one of the world's 
heaviest per capita burdens of paid politicians. In addition to the 


E, 


224 members of the federal House of Representatives and the Se- 
nate, there are 629 members of the state and territory assemblies 
— two in each except Queensland, which abolished its upper 
house, and the tiny Australian Capital Territory surrounding 
Canberra, with a population of 250,000. This means that one in 
every 19,000 Australians is a member of an assembly. 

Federal members at the moment receive a basic salary of 
A$55,000 (US$41,980) a year plus heavy staff, travel and other ex- 
penses. State assembly earn around A$50,000 each as a 
base salary, which is often doubled by expenses. On top of this, 
higher salarios, with ймы ie ieee по раса КЕШЕ | 
А$140,000. The premiers of the major states pay themselves al- 
most as much. 

A conservative estimate of the total annual cost of these 
elected representatives would be A$500 million. But added to this 
cost is the much bigger one of staff, from the members of every 
department of every federal and state ministry, personal staff of 
every member, staff of "shadow ministers" — opposit 
spokesmen — as well as support staff ranging from building 
managers to drivers, doormen and cleaners. в Michael Malik 
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REGIONAL AFFAIRS 





MACAU 


Greater autonomy threatened by Peking's disapproval 


Discouraging noises 


By Emily Lau in Macau 
pe: to amend Macau's constitution 





in order to give the Portuguese en- 

dave greater autonomy have been 
put in abeyance because of objections from 
the Chinese Government, elected members 
of Macau's Legislative Assembly allege. If 
approved by Portugal's parliament and Pre- 
sident Mario Soares, changes to the con- 
stitution — known as the Organic Statute — 
could lead to increased power for the Legis- 
lative Assembly as well as more directly 
elected seats in the lawmaking body. 

The Macau Government's secretary for 
economic affairs, Antonio Galhardo Simoes, 
said amendment proposals would be made 
later this year, probably jointly by Governor 
Carlos Melancia and the 17-member Legisla- 
tive Assembly. If approved by Lisbon, by- 
elections would be held next year for the en- 
larged assembly, Simoes said. 

However, an informed source in Macau 
said Peking has reservations about changing 
the Organic Statute, partly because it did not 
want more elected elements in the Legisla- 
tive Assembly. But more importantly, the 
source said, Peking felt such changes would 
encourage moves in Hongkong for greater 
democratic reform. 

Macau already has six directly elected 
seats in the Legislative Assembly while 
Hongkong's 57-member Legislative Council 
has no directly elected members at all. Pe- 
king was said to be anxious that increasing 
the number of elected seats in Macau would 
fuel demands in Hongkong for similar treat- 
ment. 

Proposals to amend the Organic Statute 
were raised during last October's Legislative 
Assembly election campaign. They were 
contained in the platform of the powerful 
"grand alliance," which groups pro-Peking 
and business interests with the Macanese — 
people of mixed Chinese and Portuguese 
descent. The "grand alliance" supported 
amending the Organic Statute because the 
pro-Peking businessmen, and more particu- 
larly the Macanese, felt that many outdated 
provisions in the statute should be repealed 
in order to increase the autonomy of the 
Legislative Assembly. Immediately after the 
election, a subcommittee was set up in the 
Legislative Assembly to study the pro- 
posals, but discussions were halted when 
Peking indicated its disapproval. 

It did not appear to have occurred to the 
pro-Peking faction that the Chinese Govern- 
ment could have wider political reasons for 
thwarting what they regarded as necessary 


and long overdue changes. The incident in- 
dicated that even pro-Peking elements in 
Macau failed to appreciate the Chinese Gov- 
ernment's sensitivity to the possible impact 
political changes in Macau might have on 
Hongkong. 

Under the Organic Statute, the Legisla- 
tive Assembly passes laws proposed by the 
Macau Government, makes regulations per- 
taining to civil service grades and salaries, 
and approves the government budget. Be- 
sides the six members elected by universal 
suffrage, six are indirectly elected by vested 
interest groups and five appointed by the 
governor. 

While there was little likelihood elections 
would substantially alter the overall political 
balance, which is heavily weighted in favour 
of Peking, there was concern the electorate 
would use the vote to show their objection 
to Macau's traditional practice of power 
brokers manipulating elections in their 
favour. The defeat of the "grand alliance" by 
liberal incumbent legislator Alexandre Ho 
and his allies in October showed Macau's 





Melancia: amendment proposals. 


voters did not hesitate to indicate their pre- 
ference under a secret ballot. 

Simoes said changes to the Organic Sta- 
tute were inevitable because Macau needed 
to have more autonomy in order to prepare 
for the handover to Chinese rule in 1999, Be- 
cause of that, he said, the powers of the gov- 
ernor and the Legislative Assembly have to 
be progressively widened in order to in- 
crease their authority to make laws suitable 
for Macau and reduce their dependence on 
Lisbon. He said at present some important 
decisions could not be made without refer- 
ence to Lisbon, where the Portuguese par- 
liament can legislate for Macau. Simoes said 
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these powers should be given to the gover- 
nor and the Legislative Assembly. 

In addition, he said, six or seven more 
seats would be created in the Legislative As- 
sembly and would be equally distributed 
among the appointed, directly and indi- 
rectly elected camps. In addition, two more 
secretary-level posts would be created, he 
said. The post of chief of the armed forces 
would be abolished and replaced by a secret- 
ary for security. Although there are no Por- 
tuguese troops in Macau, the current chief 
of the armed forces, Col Proenca de Al- 
meida, is a military man, Simoes said. It 
would, therefore, be more appropriate to 
appoint a civilian to head the local security 
forces. A new post of secretary for the transi- 
tion would be created to deal with problems 
arising during the next 10 years. 

Legislators Wong Cheong-nam апа 
Leong Kam-chun said another possible 
change would be to make the judiciary more 
independent. At present, many cases have 
to be referred to Lisbon. They hoped an in- 
termediate court could be set up in Macau to 
handle some cases. 

Ho, Leong and Wong, who fought and 
won the last election together, said they did 
not think the Organic Statute would be 
amended unless the Chinese and Por- 
tuguese governments reached an under- 
standing. They said the Portuguese Govern- 
ment was probably even more reluctant 
than the British Government to go against 
the wishes of Peking. 

Nonetheless, the three have begun pre- 
paring for mini-elections to the new seats in 
an expanded assembly. These elections, if 
and when held, look set to be fiercely con- 
tested. The chairman of the Legislative As- 
sembly, Macanese lawyer Carlos d'As- 
sumpcao, was said to be angry and 
humiliated by last year's defeat and is deter- 
mined victory should go to the "grand al- 
liance.” A campaign to register voters is 
already under way, but so far only 68,000 of 
Macau's 320,000 eligible voters have regis- 
tered. Turnout at the last election was less 
than 30%. 


hile different political factions are 
W ses for the election, 34- 

year-old accountant and banker 
Edmund Ho has emerged as the likeliest 
candidate to be the first ethnic Chinese gov- 
ernor of Macau. What makes Ho the almost 
undisputed choice is his family background. 
He is the son of Ho Yin, Macau's noted in- 
termediary and philanthropist, who died in 
1983. The senior Ho was trusted by the 
Chinese and Macau governments and re- 
spected by the community for his role as 
conciliator in disputes between the two ad- 
ministrations. 

On his father's death, the younger Ho 
gave up his job with an accountancy firm in 
Hongkong and returned to Macau to take 
over the extensive family business. Married 
with two children, Ho is now the executive 
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lirector and general manager of Tai Fung 
Bank. His political and civic education 
now appears well under way, judging by 
the prominent positions he now holds on 
many public and private bodies. He is the 
vice-president of the Legislative Assembly 
as well as a member of the Chinese National 
People's Congress. He was appointed by 
Peking as a vice-chairman of the Macau 
Basic Law Drafting Committee and vice- 
chairman of the Macau Basic Law Consulta- 
tive Committee. He is also chairman of the 
Macau Association of Banks and vice-presi- 
dent of the Macau Chamber of Commerce. 
Ho is a Portuguese national, but says he 
has no intention of leaving Macau. His na- 
tionality should not be an obstacle to being 
appointed Macau's chief executive because, 
according to the 1987 Sino-Portuguese Joint 
Declaration on the future of Macau, the 
Chinese Government regards Portuguese 


passports held by Macau 
Chinese merely as travel 
documents. 

When Portugal signed 
the 1987 accord, it was 
praised for its generosity in 
not depriving more than 
100,000 ethnic Macau 
Chinese of Portuguese na- 
tionality and allowing them 
to pass on Portuguese na- 
tionality to their descendants 
after 1999. However, Por- 
tugal failed to persuade 
China to agree that they 
would be entitled to Por- 
tuguese consular protection. 
According to the Chinese memorandum on 
nationality attached to the joint declaration, 
all Macau residents who satisfy the provi- 
sions of China's nationality laws — which 





NEPAL 


Report attacks government % human-rights record 


Abuse of power 








By James Clad in New Delhi 


he influential New  York-based 
! group Asia Watch has severely criti- 
cised the Nepalese Government's 
human-rights record in a report which says 
officially sanctioned repression dominates 
everyday life, political dissent is not toler- 
ated, torture of prisoners is widespread and 
there are virtually no checks on King 
Birendra's power. 

The 104-page report contains separate 
chapters analysing Nepal's security legis- 
lation, the independence of its judiciary, 
prison conditions and the status of the free- 
doms of religion, assembly and expression. 
Highlights of the report, prepared by two 
American lawyers, include claims that politi- 
cal prisoners and ordinary criminals endure 
conditions far below minimum UN stand- 
ards and allegations that the "internationally 
recognised right to freedom of religion has 
been violated and Christians arrested" in 
Nepal. Another claim is that detainees are 
routinely denied access to lawyers. They 
also say "both the domestic and foreign 
press are subjected to a variety of pressures 
not to publish the material that the govern- 
ment might find objectionable." 

Nepal's Public Security Act, which 
allows administrative detention without 
trial for up to three years, comes in for 
special censure. Nepal's Treason Act, under 
which Asia Watch says "any criticism of the 
monarchy is outlawed," and the Destruc- 
tive Crimes Act are said to be repressive. 
Judges enjdy little job security, newspapers 
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are harassed and meetings broken up. 

The strongest part of the Asia Watch as- 
sessment deals with prisons and the torture 
of detainees. The report claims children are 
jailed, disease is rampant among inmates 
and prisoners must often wear fetters and 
handcuffs. It describes such tortures as 
“whipping, hanging upside down, electric 
shock treatment” and other practices. 

The Asia Watch condemnation follows a 
critical Amnesty International report pub- 
lished in November 1987. Predictably per- 
haps, pro-government Nepalese sources de- 
scribed both as “very legalistic and one 
sided.” Also predictably, they resent the 
timing of its publication two days before In- 
dian Prime Minister Rajiv Gandhi's 4 Sep- 
tember meeting with King Birendra at the 


Birendra: no checks on power. 
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Ho: likely candidate. 
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include all ethnic and part- 
ethnic Chinese — are re- 
garded as Chinese nationals. 
They are permitted to use 
Portuguese passports as 
travel documents, but are 
not entitled to Portuguese 
consular protection. 
Comparing the Macau 
situation with Hongkong, 
observers say the British 
Governments decision to 
hand 6 million Hongkong 
people over to China in 1997 
without any legal protection, 
contrasts starkly with Por- 
tugal's stance — even if tbe 
latter has to accept it is effectively aban- 
doning those of its ethnic Chinese citizens 
who choose to remain in the enclave after 
1999, Ы 


Belgrade summit of the Non-Aligned Move- 
ment. Asia Watch executive director Sidney 
Jones appeared to partly confirm these sus- 
picions, saying "Nepal [in the talks] is likely 
to be portrayed as a small, powerless coun- 
try at the mercy of its huge neighbour . . . It 
is a fitting time to think of all those in Nepal 
who are powerless against the excesses of 
their own government. . . " 

However, diplomatic sources suggest 
Asia Watch's assessment has unwittingly 
weakened its own case. They point to exam- 
ples in the report of successful judicial inter- 
vention in human-rights cases in Nepal. In 
addition, the report cites examples where 
newspapers have successfully challenged 
their closure in court. Despite Nepal's offi- 
cial partyless politics, Asia Watch also ad- 
mits that political parties continue to operate 
"more or less openly," while the Nepalese 
practice of using "guest editors" to circum- 
vent government press rules is generally tol- 
erated by the authorities. 

Diplomatic sources say the New York 

up has given an unintended picture of a 
country still fitfully preserving Western judi- 
cial norms, despite their recent partial adop- 
tion. Nepal had no formal court structure 
until 40 years ago, while the 2,300-year-old 
nation's first written law was promulgated 
in 1854 by a monarchy that derived its au- 
thority from the Hindu scriptures. 

Nevertheless, conditions undoubtedly 
remain harsh in Nepalese prisons. Indepen- 
dent sources suggest that perhaps 200 politi- 
cal detainees are currently held in the coun- 
try’s jails, while the government acknow- 
ledges only 44. Whatever the figure, it 
seems to have risen since China's repression 
increased in Tibet last year — a probable re- 
sult of Nepal's policy of discouraging émigré 
Tibetan agitation. The Asia Watch report ig- 
nores this dimension of Nepalese political 
life, in which the regime must contend with 
exiled activists from both its large neigh- 
bours. ^ 
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NEW ZEALAND 


Employers likely to succeed in port reforms 


On the waterfront 





By Colin James in Wellington 
S poradic strikes have tied up New Zea- 








land's ports as the Labour govern- 

ment's zeal for reform has moved into 
an area that has been one of the most resis- 
tant to change and which furnished the 
coyntry's epochal industrial disputes in 
1890, 1913 and 1951. But despite early expec- 
tations of yet another such clash, indications 
are that this round may be settled more 
quietly — and broadly in favour of the refor- 
mers. 

The developments are being watched 
with interest in Australia where waterfront 
bottlenecks are chronic also, but where re- 
form is proceeding in a far less radical fash- 
ion. As has frequently been the case in other 
areas, New Zealand has gone much further 
down the path of restructuring than its 
neighbour. 

The initiative came from the govern- 
ment's legislation last year to turn the ports 
into companies and has been followed up 
by the employers. The new port companies, 
while still within the public sector, are re- 
quired to turn a commercial profit and are 
free to compete with each other, which they 
have begun to do. 

The aim of the government and employ- 
ers is to inject more flexibility and efficiency 
into the ports in the wake of nearly 40 years 
of rigid labour practices which have given 
New Zealand ports a reputation as some of 
the least efficient in the world. Already the 
smaller of the two waterfront unions, the 
Harbour Board Employees, has agreed to a 
30% reduction in the workforce and the 
elimination of many restrictive practices. 
Now it is the turn of the bigger Waterside 
Workers Union. 

Until last year ports were run by locally 
elected boards, which employed the har- 
bour board workers, who operated most of 
the mechanical equipment. The waterside 
workers, who worked for the private sector 
stevedoring companies and did most of the 
rest of the waterfront work, were employed 
by a national Waterfront Industry Commis- 
sion which set wages and manning levels. 
Even after the 1951 dispute, which lasted 
five months and in which the union was to- 
tally defeated, the government-approved 
port unions which replaced it were in time 
able to negotiate highly favourable arrange- 
ments because watersiders were feared as 
tough and militant and it was easier to pass 
on the costs than confront the unions. 

The result is that they can average 
around NZ$950 (US$560) for a 28-hour 


week, two-thirds higher than the NZ$575 
national average earnings for a week which 
includes overtime above the standard 40- 
hour week. 

On 1 October the Waterfront Industry 
Commission is to be abolished, leaving 
waterside workers directly employed by the 
port companies, along with the old harbour 
board employees. The waterside workers' 
employment contract expires on 30 Sep- 
tember, leaving them without fixed working 
conditions or wages. To underline the point, 
port companies have called for applications 
from all comers for jobs under the new ar- 
rangement. 

In Auckland, according to the local union 
president, Jimmy Hewitt, the port company 
has indicated it wants only 459 workers, 
down from 2,000 a decade ago and 850 now 
(nationally there are 3,300 waterside work- 
ers). Some sources said the ports were aim- 
ing for an eventual two-thirds cut and point 
to heavy investment in mechanisation by 





Wellington port: radical changes. 


the new companies. Such cuts would paral- 
lel those in state-owned operations in min- 
ing, forestry and railways which have been 
required since 1987 to operate by commer- 
cial criteria. The government has put up 
NZ$30 million to pay for expected redun- 
dancies on the wharves and so smooth the 
transition. 

The port companies have also de- 
manded individual labour contracts for each 
port. The Waterside Workers Union wants 
to retain a national contract. That has led 
during the past two months to several 
strikes of varying lengths, the latest lasting 
four days in early September, and hearings 
before the Arbitration Commission — 
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which in their case has по enforcement 
powers. The parties currently are again in- 
volved in negotiation. 

The union has sought a compromise 
similar to one achieved by the Harbour 
Board Employees Union last year: a national 
award with a schedule of special conditions 
for each port. But employers appear to have 
won the argument — and to have secured a 
concession for 10% casual labour to reduce 
unit labour costs. With high and rising un- 
employment, the port companies appear to 
have some leverage. 

The government has stayed studiously 
on the sidelines, its stance in almost all in- 
dustrial-relations disputes since it took office 
in 1984, reversing a longstanding role of 
governments in New Zealand as an arbit- 
rator or conciliator of last resort. 

There has been little support from other 
unions for the watersiders. With some other 
maritime and transport unions, they re- 
fused to join the new central union body, 
the Council of Trade Unions, in 1987, cut- 
ting them off from the fraternal assistance. 
In 1890, 1913 and 1951 they had similarly cut 
themselves off from mainstream unions to 
pursue their aims with greater militancy. 

By contrast, the employers now have the 
full backing of exporters, shippers and ship- 
ping companies. Few doubt that if the port 
companies hold firm they will win — and 
the port users are determined the com- 
panies should hold firm. The government's 
deregulatory zeal and its determination to 
improve the infrastructure has stiffened 
their resolve. The tradables sector has been 
savaged by deregulation, reduced protec- 
tion, high interest rates and a high exchange 
rate over the past five years. With a measure 
of economic stability returning, that sector 
does not want to miss the chance of cutting 
one of its major costs. 

However, in Australia reform efforts 
have been much more tentative. Although 
stevedoring employment has fallen sub- 
stantially with the introduction of containers 
and new mechanised loading systems — 
the main union, the Waterside Workers' 
Federation, has seen its membership fall 
from 26,000 to 7,000 over the past 20 years — 
the ports are generally accepted as overman- 
ned and riddled with archaic work practices. 
Of the current federation membership, 
about half are over the age of 50. 

In July, the Interstate Commission, a fed- 
eral-state body coordinating trade policies, 
recommended that the port workforce be 
cut by one-third to 4,600, with A$300 million 
(US$229.4 million) in retirement benefits to 
be carried by government and stevedoring 
companies, with those remaining given 
more training in modern techniques. The 
commission also urged several steps to 
make the industry more accountable. Fed- 
eral Transport Minister Ralph Willis has 
asked the stevedoring companies and the 
federation for agreement by the end of Oc- 
tober. ] B 
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A dependable coordinator comes along 
on all my business trips 





I’m referring to the 1Q-7000 from Sharp. In addition to its seven built- 
in functions", this electronic organizer transforms into a personal 

т E | time/expense manager, an 8-language translator and a thesaurus 
as dictionary, simply by adding optionally available IC cards and more 
applications to follow. Furthermore, two-way data transfer between 
the 10-7000 and a personal computer will let me upgrade my overall 
productivity. It sure is nice to have such 
a great partner on my side. Create a 
superb lifestyle with Sharp. 


14-7000 Electronic Organizer 


*Calendar, schedule, telephone directory, memo, world/home clock 
and 10-digit calculator 





' SHARP CORPORATION, JAPAN 





Making your bedat the legend 
in Hong Kong. 





MANDARIN ORIENTAL 
HONG KONG 


For generations, Irish linen bedsheets 
have graced the finest bedrooms. 

And for over twenty-five years, one 
particular house in Ireland has 

been sending its finest work to 
Mandarin Oriental Hong Kong. 

An extravagance, perhaps. But the crisp 
sensual feel of traditional Irish 


linen assures that you will enjoy your 
night's sleep at the legend as much 

as you relish our panoramic harbour 
views and impeccable service. 

Such attention to detail has 

made us one of the finest hotels in the 
world. And after all, isn't quiet luxury the 
best kind in which to fall asleep? 


MANDARIN ORIENTAL 
THE WORLD'S FINEST HOTELS 


< Manila * San Francisco 
c 339 D ae Sn 
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Traveller’s Tales 


are marketed throughout Europe in wrap- 
pers featuring caricatured black faces: 


hen it comes to linguistic fun, 
the travellers who contribute to 
this column naturally focus on 
the interaction between Asians 
and the idiomatic minefield of the English 
language. But travels further afield (includ- 
ing the Davies family excursion to France) 
provide plenty of grist to the mill. 





A label from a wine bottle graced this col- 
umn last 20 April, the contents luxuriating in 
the name of Pisse Dru. I am now informed 
(on good if unidentifiable authority) that 


| there exists another French wine, a Bor- 








deaux, which boasts an even more off-put- 
ting name, Pisse Vieille — the latter word 
meaning old woman. The origin is alleged to 
be a village where an old couple lived on a 
hill. One Sunday, the old lady went to the 
local church, made her confession and was 
forgiven by the priest who added, Ne 
pechez plus (“Sin no more”). Unfortu- 
nately he spoke in the local dialect and 
the lady understood him to say Ne pissez 
plus. 

After some time, the husband noticed his 
wife showing signs of discomfort. She 
explained. The husband went down the hill 
to consult the priest, who cleared up the 

misunderstanding. Hurrying back, only 
half way up the hill, the aged husband 
yelled to his wife, Pisse, vieille! 

It's a nice story, and would be even better 
if a reader could confirm it is true. 


French publications provide as rich a 
source of fractured English as do those of the 
region. Michael Cole spotted an advertise- 


| ment in Air France's in-flight magazine Atlas 


plugging French-made electronic gadgets. 
They included Telescreen ("To know whois 
calling you; in-coming calls screnning de- 
vice. Over the jokers, the unwanted or 
prank calls! You awsver just if you want 
to”); Wireless Telephone ("Needs to have a 
small, handy and efficient apparatus. We 
suggest you a long range portable telephone 

. to converse with the whole world, in a 
big field from the bassis"); Telephone Lis- 
tening Device Detector ("A red ligh shows 
you directly if your line is listened"), and 
Mini Walky Talky ("The smaller Walky- 
Talky in the world and the highest technol- 
ogy. They fit in the hollow of one's and they 
have some range as bigger"). 


Over in New Jersey, USA, Pascal Wirz 
purchased some Brie cheese made in the re- 
gion where he was born, the Ile de France. 
The label gave a different version of its ori- 


gin; — 
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In Britain David Merriman spotted а 
house ad in the London Sunday Times which 
offered positively miraculous vistas: 


$T JOHNS WOOD NWS. 
Outstanding 1 bed apt. 10th fir. 
PB bik. Views of Lourdes. Shr 
F/H. £150,000. Beauchamp 
Estates 722 9795. 

Presumably they meant Lords — but 
who wants to watch English cricket these 
days? The views are even better in Bar- 
celona, according to this ad in the Swiss 
magazine Touring, spotted by Gil Schneider: 


PENISCOLN 


Situés à 200 km au sud de Barcelone. : 
Jolis appartements meublés. Vue im- 
prenable sur la mer. Piscine et tennis 
à disposition. 


Mistakes are even made in Germany. 
The organisers of Frankfurt's Bundesgarten- 
shau (Federal Garden Show) could have 
been better advised when naming it: 


BUGA '89 
Frankfurt 


And the makers of a certain premium 
special light beer, spotted by Karl Eiken- 
berry, might also have been advised that the 
labels on bottles for export could be misun- 
derstood: 





PREMIUM BIER 
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Brand names and logos featuring black 
men are not confined to Asia (I mentioned 
Darkie toothpaste, the Lotte choco bar and 
the Thai-made Black Man mop on this page 
on 15 June). Blood oranges grown in Sicily 
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| VITAMINA SUPER | 


It should come as no surprise that the 
same theme is to be found in products sold 
in the Middle East, such as this package of 
steel wool (purchased by Rhona Gooch) 
which does not feature the "Sambo" pas- 
tiche but a possibly more demeaningly 
primitive silhouette: 





But if one examines the small print, it 
transpires that this travesty is manufactured 
in that haven of racial harmony, Norway. 


In Alexandria, Paul Fahn was amused by 
the unabashed yuppie appeal of a local 
travel agency: 
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New ideas for travel & tourism 
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MICHEL HABRE & Co. 7, Sesostris St. Alexandr mund 154 358 





And in Hurghada, a small resort on the 
Red Sea, he photographed the sign of a gov- 
ernment department which has nothing to 
do with disease: 
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CAMBODIA 


Hun Sen’s government seeks legitimacy as the preserver of the nation’s culture 


Тһе Khmer renaissance 


By Susan Blaustei Susan Blaustein in Phnom Penh Penh 


n an old wooden rehearsal hall at the 

School of Fine Arts in Phnom Penh, 

three elderly ballerinas strain to re- 

member a tale from one of Cambodia's 
móst beloved artistic traditions: the Khmer 
classical dance. Khmer ballet, like most 
dance, is passed on by example and word of 
mouth. By 1978, when the Vietnamese inva- 
sion put an end to Pol Pot's disastrous effort 
to create an agrarian utopia, most of Cam- 
bodia's dancers were dead. Cambodia's cur- 
rent government is underwriting the ef- 
forts of those who survived to salvage their 
past. 

Chea Samy, now 70, is one of the bal- 
lerinas who survived. “The classical dance is 
just like a mirror that reflects the so- 
ciety,” she says. "It represents the 
Khmer soul." Today the future of the 
Khmer soul depends almost entirely 
on the collective memory of Chea 
Samy and a few frail practitioners. 
Only 10 female and seven male dan- 
cers survived "Pol Pot time," as the 
four years under Khmer Rouge 
tyranny аге invariably called. 
Proeung Chhieng, another survivor 
who now directs the government 
fine arts school's classical dance 
programme, says that of these 17 
dancers, "some went mad and have 
lost their memories because of their 
suffering." 

Artists, dancers and musicians, 
whose vocations Pol Pot condemned 
as feudal or aristocratic, were among 
the thousands systematically jailed, 
tortured and murdered between 1975 and 
1979. The Khmer Rouge also destroyed 
most books, costumes and musical in- 
struments, making it impossible to re- 
construct Khmer culture from documents or 
artifacts. 

The current government of Cambodia, 
installed by Vietnam, has made this reclaim- 
ing of Khmer culture one of the pillars of its 
rule. As Vietnam finally pepares to with- 
draw its troops, and as Premier Hun Sen 
seeks political legitimacy, the government is 
seeking to assert itself as the true preserver 
of the Cambodian identity and nation. And 
the work of those old ballerinas dancing at 
the fine arts school is one of the ways Hun 
Sen's government is rebutting criticism that 
their Vietnamese patrons carried out an 
"ethnocide" of their own that threatens 





aa 


to destroy and alter Cambodian society. 

Many of Cambodia’s current leaders are 
former Khmer Rouge who fled to Vietnam 
in the late 1970s out of horror at Pol Pot's at- 
rocities and fear of his purges. Caught be- 
tween their past identification with the 
Khmer Rouge and their present association 
with the Vietnamese, Hun Sen and his fol- 
lowers need to carve out a credible Cambo- 
dian identity of their own. 

By rebuilding the most important Cam- 
bodian cultural institutions, these senior of- 
ficials hope to demonstrate that they are 
neither murderers like the Khmer Rouge 
nor Vietnamese puppets. By rebuilding 
their nation's artistic traditions, they hope to 
ally themselves with a rekindled sense of na- 
tional pride that was so bruised by Pol Pot. 





Secrets pass from old ballerina to a young recruit. 


They also hope to earn the confidence of for- 
eign aid donors and investors as well as the 
support of potential voters at home. 

When Chea Samy returned to Phnom 
Penh in March 1979, after walking 100 miles 
from the rural "cooperative" where she had 
spent "Pol Pot time" washing dishes for 600 
fellow inmates, she was asked to form a 
dance school and revive the ballet reper- 
toire. She began by recruiting young dan- 
cers from among the city's many orphans 
and searching for colleagues who were still 
alive. The School of Fine Arts reopened in 
1980 with 100 dance students and two 
teachers, and has since trained seven new 
teachers and an entire ballet company. 

In a corner of the rehearsal hall, graceful 
young girls with delicately flexed fingers 
and feet are accompanied by three spry old 
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musicians who sit cross-legged in front of 
wooden xylophones and a drum called a 
sko. The three grey-haired dance mistresses 
explain how they go about remembering 
pieces of the ballets. Ein Thearv conjures in- 
dividual movements by chanting the words. 
"Some of the songs I remember by heart," 
says the petite but sturdy ballerina, as she 
sits on the rehearsal room floor puffing a 
"Liberation" cigarette. "I just think of a 
piece, and sing it through, and I write it 
down." 

The three of them often содон оп 
the difficult passages. "One of us says: ‘Oh, 
maybe it goes like this'," Ros Kong explains, 
gesturing outward and turning her uplifted 
head slightly to the left. "Then another 
says: 'No, it would be like that.' Even- 
tually we decide how it should go." 

But most of the dance pieces are 
irretrievably lost. Of the more than 20 
dances in the repertory, explains 
Proeung Chhieng, the women have 
only been able fully to reconstruct 
three, and only an hour or two of 
many five-act ballets that tradition- 
ally started at 7 p.m. and lasted until 
dawn. 


hile the dancers scour 
their memories, the 
government has inten- 
sified its efforts to per- 
suade its critics that Cambodia has 
not fallen victim to a Vietnamese cul- 
tural invasion. “They say we've Viet- 
namised the country,” says Im 
Sethy, a senior Education Ministry 
official. "That's ridiculous. I can't un- 
derstand a word of Vietnamese,” he pro- 
tests in respectable French. 

In architecture, for example, the govern- 
ment is stressing Cambodian, rather than 
Vietnamese, influences. Builder Heng Bun- 
tong says that architects are now forbidden 
to design Vietnamese-style homes and have 
been instructed to build traditional wooden 
Khmer houses on stilts. As a new example 
of Khmer construction, he shows his blue- 
prints for the just inaugurated Khmer-Viet- 
namese Friendship monument. Khmer ar- 
chitectural features, he points out, over- 
shadow the Vietnamese ones. 

And in one of its most extreme assertions 
of Khmer identity, the government is now 
discouraging the use of both French and 
Vietnamese. The few surviving professors 
of literature at Phnom Penh University have 
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INDIVIDUALITY. EXCLUSIVE FABRICS AND FINE ATTENTION TO DETAIL ARE REFLECTED IN A RANGE OF 
IMPECCABLE CLOTHING FOR GENTLEMEN AT ALFRED DUNHILL. COMBINE THIS WITH OUR PERSONAL SERVICE 
AND YOU HAVE A STYLE THAT IS AS INDIVIDUAL AS YOU ARE. 


VISIT ALFRED DUNHILL IN LONDON: ALSO IN ATLANTA, BEVERLY HILLS, 
CHICAGO, COSTA MESA, DALLAS, DUSSELDORF, HONG KONG, HONOLULU, HOUSTON, 
MELBOURNE, MONTREAL, MUNICH, NEW YORK, NAGOYA, OSAKA, PARIS, SAN FRANCISCO, 
SYDNEY, SINGAPORE, TOKYO, TORONTO AND VANCOUVER 
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been asked to put together a new dictionary 
that will replace words of foreign origin with 
Khmer words, many of which have to be in- 
vented. Chea Samy and her fellow dancers 
also have had to invent a new Khmer lexi- 
con for the revolutionary rewrites of class- 
ical ballets produced for government occa- 
sions. 

Fears of Vietnam's heavy hand are 
perhaps borne out by instances in which the 
government has called not only for the re- 
storation, but also the exploitation of age-old 
traditions to serve political ends. Chea 
Samy, for instance, has edited nine dance 
scripts for government publication, all of 
which are thick with socialist rhetoric. "It is 
payt of my job to think about the meaning of 
thé new words and to make up gestures for 
them," she says. 

Part of the job for 60-year-old folk musi- 
cian Morm Son, one of two famous bal- 
ladeers to survive the Khmer Rouge, is to 
perform revolutionary songs on govern- 
ment radio and television and to "sing state 
circulars.” Accompanied by his two-string 
banjo, he improvises songs based on gov- 
ernment leaflets and sung to the tunes of po- 
pular folk songs. 

And at a celebration in January to mark 
the 10th anniversary of the liberation, one 
foreign resident recalls “a splendid dance 
spectacle” in which “a capitalist lackey 
dressed like John Travolta” and carrying 
a bomb labelled USA, “was overthrown 
by another gentleman wearing a prominent 
[Vietnamese] star on his body.” 

Asked about these "revised" and politi- 
cised cultural works, Culture Minister 
Chheng Phon explained that many are pro- 
duced by students who have been encour- 
aged “to adapt the tradition to modern 
times." Chheng Phon's ministry also en- 
courages the mass production of central 
Khmer cultural icons in its effort to revive 
nationalism. Imposing oil reproductions 
of Cambodia's magnificent 12th-century 
Angkor Wat adorn the walls of almost 
every restaurant, factory, and government 
office. They are painted mostly by fine 
arts graduates and students, all of whom 
are trained, in Chheng Phon's words, more 
as "reproductive artisans" than as "creative 
artists." 

Painter Kim Song says he would like to 
try his hand at abstract painting, but he and 
his friends churn out these huge realistic 
renderings of Angkor both because the gov- 
ernment requires it and because only by sell- 
ing these paintings can they afford to eat 
and buy canvas and paint. "For now it is a 
question of money," Song says. "This is 
what the people like to look at." 

Indeed, there is little evidence of either 
experimental or critical art anywhere in 
Phnom Penh. The only books printed in any 
quantity are long comics produced by the 
Education Ministry. Most of these are elabo- 
rate morality tales replete with references to 
traditional culture and Buddhism, tips on 
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health and hygiene, and unmistakable hat- 
tipping towards the current regime. 

Even film-maker Vandy Kaon, a vocal in- 
tellectual whose trenchant critiques of the 
government are generally tolerated, has 
been warned about possible censorship of 
his forthcoming video, which takes an irrev- 
erant, absurdist view of Khmer politics and 
culture by challenging such sacred cows as 
marriage, the communist party and Buddh- 
ist practice. The handful of feature-length 
videos produced so far by the Culture Minis- 
try play it safe with simple moral messages 
vividly rendered through horrific flashbacks 
to the time of Pol Pot and screenplays featur- 
ing clean-cut, literate and patriotic Khmer 
heros who always get the girl. 


he artists claim that they do not 
mind being enlisted as instruments 
of propaganda for the Hun Sen re- 
gime. As Chea Samy put it: “1 
don't think it matters if they use some new 
words, because the dance remains the 
same.” Such explanations by those who en- 
dured the trauma of the Khmer Rouge may 





A graceful revival. 


only underscore the difference between life 
as an artist then and now. Free now to wor- 
ship and to live with their families, sub- 
sidised and encouraged to further their craft, 
artists like Chea Samy may calculate that the 
amount of effort they are obliged to devote 
to communicating the government's mes- 
sage is a relatively small price to pay. 
Cambodian artists are confident that 
Khmer culture can endure anything — ex- 
cept the return of the Khmer Rouge. "We 
must preserve the real values of the past," 
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says Chheng Phon, “because the preserva: 
tion of culture is part of the struggle agains! 
barbarity." 

Ordinary criteria for measuring barbarity 
have been shattered by the savagery of the 
Khmer Rouge. Compared to the abuses о! 
"Pol Pot time," most restrictions on indi- 
vidual liberties by the current regime seem 
tame. For now Cambodian artists seem con- 
tent with the balance struck between the 
preservation of cultural traditions and their 
revision to suit the government. The artists' 
apparent acquiescence in disseminating the 
government's views may reflect only their 
lack of confidence in the personal freedoms 
now supposedly guaranteed by Cambodia's 
revised constitution. 

"People still fear reprisals if they are 
overly critical," admits Khieu Kanharith, 
editor of the most popular newspaper, Kam- 
puchea, which despite its reputation as criti- 
cal and independent, still weighs in with the 
government on almost all significant issues. 
Even so, Kanharith complains that because 
of some critical columns Kampuchea is cur- 
rently being harassed by the party hardlin- 
ers, who have tried to slow down both its 
printing and distribution. “Last week they 
told us they ran out of ink,” reports 
Kanharith. 

Notwithstanding these discouraging 
signs of government interference in indi- 
viduals’ rights to self-expression, Vandy 
Kaon is optimistic about the future of Khmer 
culture. He is particularly excited about the 
artistic potential he sees in comics and video, 
both relatively low-cost media that so far 
have been used primarily to tout the govern- 
ment’s line. 

“We thought culture had been lost to 
Stalinism,” says Vandy Kaon. “But now we 
know Khmer culture will survive because of 
these comics,” which, he says, recreate 
“spiritual tales and legends to show to child- 
ren, in a pedagogical way.” Vandy Kaon 
dreams of producing an animated film in 
collaboration with his favourite comic book 
author-illustrator. And, despite the frustra- 
tions of working with 25-year-old movie 
equipment, he says young film-makers are 
currently working on seven projects that he 
considers promising. 

Vandy Kaon says he returned from Paris 
to Phnom Penh in January, resolved “to 
help us believe in ourselves again” 
contributing to the spiritual and cultural 
life of Cambodia. Asked why there are so 
few contemporary art works free of the gov- 
ernment stamp, he says intellectuals and ar- 
tists are still reeling from the Khmer Rouge 
period. 

Finding solace and making money seem 
more important than making art at the mo- 
ment. “Soon they will begin to write, to 
create again,” he says. By then perhaps 
Cambodia’s government will feel secure 
enough to allow both the nation’s cultural 
traditions it is helping to revive and its artists 
simply to be themselves. ° z 
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Although the number of air- 
craft in our fleet increases 
from year to year, you'll hear 
even less of us in the future. 
However, this is no coinci- 
dence. It is planning. By the 
end of 1992, we will have in- 
vested over 10 billion deutsch- 
marks in our fleet. So that it is 
not only one of the most up-to- 
date in the world, but also one 
of the quietest. However, in 
keeping with the German tradi- 
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You'll hear even less of us in the future. 


tion of thoroughness, we do 
even more. Lufthansa was one 
of the first airlines to develop 
noise reduction take-off and 
landing procedures and we 
are still working to perfect 
them. Hence, although we will 
be flying to more and more 
destinations with an increas- 
ing number of aircraft, you 
are going to hear even less of 
us in the future. 


Lufthansa 
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The spirit of fair play, free com- 
petition and international co- 
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force, making us what we are today. 
A US$15 billion MS одем with 
over 80 offices spanning the globe. 

We work in partnership with such 
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track to a better tomorrow. 
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MONGOLIA 


Capital founded by Genghis Khan rediscovers its past 
Lost city’s new horizon 


By James Pringle in Karakorum 


he Mongolians have never quite for- 
| given Kublai Khan, grandson of the 


great Genghis Khan. Genghis Khan 
may have been re-instated as a hero, as the 
Mongolian version of glasnost takes hold, 
"i a visitor to Karakorum, the historical 
Móngol capital founded in 1320 by Genghis, 
will find little enthusiasm for grandson Kub- 
lai. A deluxe Hotel Genghis Khan may be 
under construction in Ulan Bator, the capi- 
tal, but officials indicate there will be no 
Grand Hotel Kublai. 

Kublai Khan may have created the splen- 
did Yuan dynasty in China, but as far as the 
Mongols are concerned, he was an ungrate- 
ful son of the steppes. “Kublai Khan moved 
our capital from Karakorum to Peking, and 
called it Kanbalic," said one Mongolian offi- 
. dal. "But for that, Karakorum might have 
remained a world capital." 

It stretches the imagination to think of 
present-day Karakorum that way. It is a 
rather bleak, one-horse town 
with dirt roads, and a popula- 
tion of only 4,000. Recently, 
there has been some mild dis- 
cussion in Mongolia's increas- 
ingly free-wheeling press about 
the desirability of relocating the 
capital from Ulan Bator, 230 
miles to the east, back to 
Karakorum, which is nearer 
the geographic centre of the 
country. Such a move, it is ar- 
gued, would help open up the 
potentially rich Mongolian 
west. 

Ulan Bator is built in a 
narrow valley, which limits 
growth and traps pollution, 
whereas there is plenty of room 
to expand in the great plains 
around Karakorum, the argu- 
ment goes. However, Tserennadmid, chair- 
man of the major state farm which has its 
headquarters here, believes this is not the 
moment for such a change. "It would cost 
too much, and we can't afford it," he said as 
he watched cranes flying low over the step- 
pes on his vast farm. "We have too many 
other priorities." 

One of these priorities is the restoration 
of Mongolia's neglected Lamaist culture, 
which in the 1930s was as thoroughly devas- 
tated as that of Tibet, from which it derives, 
was during the 1966-76 Cultural Revolution. 
After that, a start may be made to reveal the 
glory that was Karakorum — the former 


capital was only re-discovered in the 19th 
century. Some preliminary work was begun 
in 1949, but was abandoned. 

Mongolians reject the idea that, as their 
ancestors rode on horseback and lived in 
tents, there was never a great city at 
Karakorum. Certainly, there is not much 
visible, above ground, of the ancient capital: 
just a few hillocks, which perhaps conceal 
ruins, heaps of stones from the former city, 
stubs of columns, and a stone turtle of a type 
one normally sees at ancient Chinese tem- 
ples, supporting a stele. 

Mongolian historians like S. Erdene be- 
lieve, however, that a real city lies beneath 
the soil, and he says that plans for its excava- 
tion are now being considered. Erdene has 
just finished working with two collaborators 
on the film script for the long-awaited movie 
on Genghis Khan's life (filming starts next 
year and is to last five years). In a recent in- 
terview in the Mongolian press, Erdene said 
the ruins of Karakorum "warrant the conclu- 
sion that it was a city built according to the 





Karakorum: a one-horse town with big ideas. 


existing rules of city building and architec- 
ture." 

Near these meagre ruins stands the still 
largely intact but neglected temple of Erdene 
Dzuu, Mongolia's oldest lamasery, which is 
today a museum. It has 108 stupas and four 
gatehouses built into its massive walls. 
Young women were labouring in the light 
rain, helping in the restoration of one 
of the seven Tibetan lamaseries here. 
These temples are no longer used for 
worship, but are filled with images, silk 
hangings, masks and gold statuettes of 
Sakyamuni and the Bodhisattvas. While the 
young women worked, Mongolian visitors 
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from a neighbouring province toured the 
ruins. 

Along with a renewed interest in thei 
past, Mongolians are  re-discovering 
even their religious roots. Some visitors 
had made small offerings at steles in the 
grounds of the , and there is 
speculation that, in future, Erdene Dzuu 
will re-open for worship. At present, the 
country has only one token functioning 
lamasery, the Gandan temple in Ulan 
Bator, with 120 monks, where before 
the revolution it had 750 monasteries. In the 
end, it may turn out that Buddhism is more 
than a relic here. 

All things seem possible these days in 
Mongolia as the country’s ancient cultural 
heritage is re-examined. The debate is 
liveliest in the press which reveals that, dur- 
ing the period from 1930-38 — now known 
as the “years of the personality cult” of the 
Stalinist dictator Choybalsan — irreparable 
damage was done to the historical and cul- 
tural heritage of the Mongols and hundreds 
of beautiful historical monuments were de- 
stroyed. 

“The generation that carried out the rev- 
olution was right in its desire to remake the 
old world,” L. Tudev, chairman of the Mon- 
golian Cultural Foundation, wrote recently 
in a remarkable article — remarkable for its 
open criticism of Mongolia’s Soviet-inspired 
revolutionaries. “From the heights of their 

triumph, however, our grand- 
: fathers and fathers failed to see 
E anything worthy of attention in 
& thatoutgoing world." 

It was unpardonable, he 
said, to reject the old culture 
which represented the thought 
and talent of many genera- 
tions. "As the son inherits his 
father's wealth, so an emergent 
world should inherit the legacy 
of the past, picking out of its 
rusted chest what is most valu- 
able and significant," he wrote. 

"Yet we galloped farther 
and farther on the red steed of 
the revolution without even 
looking back at what we were 
leaving behind as we hurried 
towards the radiant future," 
Tudev continued. "It is only 

now that we have halted the racer to look 
around, as if after a long sleep, and notice on 
the road the glitter of the gems we have lost 
during out headlong race. Common sense 
urges us to return and pick them up and if 
time has tarnished them to set about clean- 
ing and restoring them." 

Tudev mourned what he called the 
ignorance and narrow-mindedness which 
demolished hundreds of Mongolia’s tem- 
ples and monuments and burned old manu- 
scripts and books. Here at Karakorum, 
one sees the beginning of the long task of re- 
trieving Mongolia’s own cultus, from the 
ashes. E 
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aware of the luxurious world of 


doubt you're already 
Hong Kong Parkview. But today 
we're revealing a totally new face 
of this refreshingly different life- 
style — Parkview Club and Suites. 

This is a concept created as a 
welcome change from hotel accom- 
modation for top executives on a 
longer than average visit, and new 
ага! waiting to find permanent 
accommodation. 

For these individuals the new 
Parkview Club and Suites offers a — 
standard of luxury, service and 
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alternative to hotel suites or ser- 


viced apartments. 


NATURALLY BETTER LOCATION 


For business or leisure 
Parkview Club and Suites is ide- 
rP 


ally located, surrounded by green 


accommodate the needs of every 
executive, with the very latest 
facilities that make it easy to get 
things done in Hong Kong or any 
part of the world. Services include 

` secretarial and translations, fax, 
telex, stock market display, con- 
ference rooms and everything else 
a demanding professional could 
wish for. 


SIZEABLE CHOICE OF SUITES 


Naturally we have a choice of 
suites for every need, either one or 
two bedroom configurations with 
or without study. Our Grande 
Luxe Suites have every amenity, 
right down to the kitchen sink. 

There’s a choice of Oriental or 
classic American decor, with a 


. flexible range of service options 


such as our Home Accessory Plan 
and our Valet Plan, We even pro- 
vide a grocery shopping service. 
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only the best, so there will be seven 
restaurants for every taste, includ- 
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ing Eclat, our Continental restaur- 
ant decorated with true savoir 
faire; the warmly welcoming 
George’s Grill; Ming Yuen, a 
sleekly contemporary Chinese 
restaurant; and a number of more 
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all the features that make life more 
Outdoors, 
choice of two swimming pools and 
Within the 


Club, there's a gleaming Califor- 


enjoyable. there's a 


four tennis courts. 


nia-style health centre under pro- 
fessional supervision, including a 
fully 


studio, jacuzzi and sauna. Soon to 


equipped gym, aerobics 
open are seven squash courts, a 
racquetball court, and a sumptu- 
Bath 


heated marble Roman 
for truly sybaritic tastes. 
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Call 5-211255 now and we'll be 


happy to give you complete details 
on every aspect of Parkview Club 
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accommodation in Hong Kong will 
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Monument to Mammon 


Hongkong Bank: The Building of 
Norman Foster's Masterpiece by 
Stephanie Williams. Jonathan Cape, London. 
HK$550 (US$70.50). 


For those who fancy architecture as a 
quick read of a city's soul, the Hongkong 
and Shanghai Bank's glass and steel head- 
quarters is one of Hongkong's oracles. It 
was the city's first truly innovative, stun- 
ning, modern skyscraper, rising in 1985 to 
dominate the skyline and announce the 
city's progress, not to mention the power of 
its possessor. 

The new headquarters, of course, sig- 
nifies a lot more than progress; it was to be a 
sign of the bank's arrival in the big time with 
its design by an international-class architect, 
Norman Foster, and a solid symbol of the 
bank's faith in Hongkong/s future. (The ar- 
chitecture-as-a-quick-read-school has had a 
heyday with the recent addition of the Bank 
of China's soaring, glass-sheathed rocket of 
a building by I. M. Pei, bursting up nearby, 
higher than the Hongkong Bank.) 

But for those with a hankering for more 
reading material, Hongkong Bank; The Build- 
ing of Norman Foster's Masterpiece has arrived. 
Hardly a quick read, it is a comprehensive, 
detailed, blow-by-blow description of the 
building of the bank. Stephanie Williams, a 
London-based journalist whose speciality is 
architecture, tells us she was commissioned 
in the spring of 1984 to write a “warts and 
all” account and was promised entrée to all 
the players and the still-growing trove of 
drawings, letters, reports and minutes of 
meetings. In return, she says, Sir Michael 
Sandberg, then chairman of the bank, and 
Foster held veto power over the final draft. 

“In the event, neither has exercised it,” 
says Williams of her 300-page chronicle of 
what is, beneath her penchant for minutiae 
and meetings, a marvellously dramatic tale. 
Take the clash of characters: on one side 
there is the bank and its chairman, imagin- 
ing themselves as modern-day Medicis. On 
the other side there is Foster, a wily boy 
from Manchester who grew up to be a hi- 
tech wizard, and with a team of equally ad- 
venturous architects, designs buildings as 
though he is designing spacecraft. Before 
the headquarters was finished, before the 
accolades and awards and attention, cor- 
porate patron collided with iconoclastic ar- 
tist and fabulous cost overruns. 

And once Foster got going, these mis- 
matched characters acted as midwives, 
often bickering ones, in the zany, unpredict- 
able birth of the building. Foster envisioned 
a steel Lego set writ large, a kit of parts as- 
sembled qp the compact site smack in the 
middle of the city’s centre. He who had 
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Foster's Lego set. 


never built anything taller than four storeys, 
designed as he went along, often employing 
ideas gleaned from aircraft shows. Foster's 
idea was to meld the lost tradition of the 
architect as artisan with the materials and 
techniques of the space age. 

Slowly, the grand design took shape: 43 
storeys in which function and form in- 
tertwined around the frame of steel shaped 
by whimsy, technical prowess and a seem- 


ingly devil-may-care sense of the cost. (The 
steel contract, revamped by Foster along the 
way, went from HK$608 million to HK$1.37 
billion.) 

Then came Foster & Co.'s often expen- 
sive obsession: details. For the exterior 
sheathing of the steel, for instance, Foster 
came up with a silver-grey polymer similar 
to the substance used on the space shuttle. 
Inside, he conceived of the interior as a stack 
of movable parts, which, in turn, were piled 
above a gargantuan atrium that is the bank- 
ing hall. Underneath, he imagined what has 
become a feature cherished by many Hong- 
kong denizens: a huge public passageway, 
designed more out of a desire to fudge the 
open space requirements than for p 
pleasure, which is bisected by two mam- 
moth escalators set at odd angles by a geo- 
mancer's dictum. 

Then, once construction began, the story 
turns into a frantic race against the calendar 
and accountants. Foster & Co. contended 
with an impatient bank board and materials 
that did not arrive on time. They endured 
typhoons, a fire and accidents on the site 
that killed three workers. “We are not in the 
miracle business on a permanent basis,” 
was the only recorded comment of the 
head of the construction team when, to 
everyone's surprise, they met the 1 July 1985 
deadline for completion. Dubbed the most 
expensive building in the world, the Hong- 
kong Bank, as its owners insist on calling it, 
had cost HK$5.129 billion to build. 

It’s all there in Hongkong Bank, albeit a bit 
hidden by Williams’ style of telling a story as 
though she were writing an annual report. 
Williams is at her best on design, and at her 
worst on the characters and the city. 
Williams on Foster is for the most literal of 
readers of architecture. m Margaret Scott 





Out of the Subcontinent 





Meatless Days by Sara Suleri. University of 
Chicago Press, Chicago. US$17.95. 

Following in the steps of V. S. Naipaul 

and Salman Rushdie, a new and remarkable 
writer has emerged from the Indian Sub- 
continent. The Pakistani writer Sara Suleri 
has just published an autobiographical 
first novel that has received immensely 
favourable reviews in the American literary 
press. 
Meatless Days is essentially a short distilla- 
tion of her early life in Pakistan, before she 
went on to study in the US (where she is 
now a teacher of English at Yale University). 
While intensely personal in its observations, 
it is also a deeply moving account of the 
problems of post-colonial Pakistan — mili- 
tary dictatorships, the impact of Western 
culture, wars with India and above all the 
position of women. 
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The title is drawn from the government 
edict that, for the sake of preserving live- 
stock, two days of the week should be meat- 
less days. Food, the first love of most Pakis- 
tanis, is a constant metaphor in the novel, 
used to show the relationship between men 
and women and women's undefinable 
obscurity in an Islamic society. “Once in a 
while we naturally thought of ourselves as 
women, only in some perfunctory biological 
way that we happened on perchance. Or 
else it was a hugely practical joke, we 
thought, hidden somewhere among our 
clothes . . . against all my odds I know what 
I must say. Because, I'll answer slowly, there 
are no women in the Third World," she 
writes. 

Her discourses on the deaths of the three 
main characters — her Welsh mother; her 
grandmother Dadi, a great connoisseur of 
food; and her beautiful sister Ifat who died 
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tragically and mysteriously in a car accident 
— form the core of the book. Through their 
lives and deaths Suleri tries to explain where 
she stands in the continuing political and so- 
cial tensions that grip Pakistan — the clash 
of Islam and secularism, between Western 
and Eastern cultures and the power struggle 
between men and women. There is also a 
long chapter on Suleri's father, the controv- 
ersial journalist Z. A. Suleri, who was one of 
the main props in the Pakistani press for the 
dictatorial regime of the late president Zia-ul 
Haq. She does not mince her words when it 
comes to Zia, whom she calls General Zulu. 

The autobiography moves from meta- 
phor to metaphor rather than through a 
chronological sequence, frequently break- 
ing into flashes of her new life in the US and 
her Western friends. With supreme confi- 
dence she merges the private life of her fam- 
ily with public events (such as the 1971 war 
with India and the hanging of Zulfikar Ali 
Bhutto) that have shaken Pakistan over the 
years. Like so many Pakistanis, she has 
lived a life of contradiction and political and 
social polarisation, experiencing entangled 
and confused relationships. 

The reader's attention is held throughout 
by her fresh use of language, her elegiac and 
humorous way with words. Her book is im- 
peccably written, and one glides through 
the mere 186 pages with ease, longing for 
more. = Ahmed Rashid 





Forty years on... 


China Changes Face by John Gittings. 


Oxford University Press, Oxford. £17.50 
(US$27.50). 


The Chinese Minister of Foreign Trade 
was quite adamant. China, he asserted, 
“will never go in for joint management with 
foreign countries, still less grovel for foreign 
loans as does that superpower [the Soviet 
Union].” That was in 1974. Four years later, 
China launched a series of economic re- 
forms which grew to encompass not only 
joint ventures but even 100% foreign-owned 
enterprises on Chinese soil, and the ac- 
cumulation of a foreign debt of about US$40 
billion by 1988. 

The flip-flops of Chinese political and 
economic policy are hardly unique to the 
1980s, though the past 10 years have cer- 
tainly witnessed the most dramatic of them. 
China Changes Face guides the reader 
through the process of transformation, from 
1949 to 1988. The author, John Gittings, is 
foreign leaderwriter for The Guardian and 
a respected China correspondent of long 
standing. 

Gittings writes of how the “isms” — so- 
dalism, capitalism, revisionism and so 
on — were in the 1980s almost entirely re- 
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placed by "ises" — modernise, decentralise, 
enterprise. Of course, since the publication 
of the book, since 4 June to be precise, 
“isms” appear to have come back with a 
vengeance. Gittings said in a recent radio in- 
terview that his argument stands, for the 
“isms” today are little more than “formalistic 
rubbish," tools of repression in the hands of 
the leadership, no longer "isms" of real con- 
tent. 

With the advantage of post-4 June 
hindsight, it is a bit too easy to snipe at Git- 
tings’ opening lines: "China has changqfi. 
Forty years after the revolution it has be- 
come apparent quite suddenly that China is 
now a completely different place from the 
People's Republic of Chairman Mao Zedong 
. . . the argument for democracy within the 
Communist Party and even for a multi-party 
system can be heard frequently and the 
party ‘conservatives’ are steadily losing 
ground.” Before 4 June, however, there 
would appear to have been plenty of signs 
that the “conservatives” will not actually 
lose ground until they are under ground and 
even then, their younger colleagues (Li 
Peng, Li Tieying and Qiao Shi for example) 
are far from card g liberals. 

Surely no one could have predicted the 
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events of this year in all their horror (though 
at least one close associate of the top Chinese 
leader$ last year told his daughter to get out 
of the country quickly for, he said, some- 
thing unspeakably horrible would happen 
in 1989). Even the dissidents Fang Lizhi and 
Li Shuxian remarked to this writer shortly 
before the first demonstrations began that 
they could not imagine the students rising 
up as they had in 1986; their impression was 
that today’s students were preoccupied only 
with applying to graduate school abroad 
and mah-jong. 
And while it could not have anticipated 
them, China Changes Face provides what 
out to be useful background informa- 
to the demonstrations, the massacre 
and the aftermath. The chapter “The Party 
under Pressure: Reform and Reaction” dis- 
cusses simmering inner-party contradic- 
tions and tensions which came to a boil in 
May and June. The chapter on dissent and 
the one titled “The Scholars Speak Out” 
have also been lent heightened relevance: 
many of the people whom Gittings men- 
tions are now either in jail, hiding or exile. 
China Changes Face is written with a mix- 
ture of the journalist's love of the anecdote 
and the quote, and the historian’s attention 
to detail and document, though Gittings 
makes several surprising errors, such as cit- 
ing Mao's persecution of defence minister 
Peng Dehuai in 1959 as the beginning of 











“the first ‘inner-Party’ struggle.” In fact, the 
struggles have been more or less continuous 
since the party was founded 68 years ago. 
Even in the official Chinese view of history, 
the first major struggle after 1949 was 
against Gao Gang and Rao Shushi in 1955. 


On entering The Manila Hotel, 


It is interesting, in context, that Gittings 
omitted this major incident. Elsewhere, he 
declares: “The mid-1950s would later be re- 
garded as golden years, characterised by a 
high degree of social harmony and shared 
enthusiasm for the future. This was true of 
everyday life as well as broad policy . . . ” 
This romantic view of the 1950s, shared by 
older Left-leaning foreign observers and 
many of the Chinese establishment intellec- 
tuals and writers with whom they cultivate 
genial friendships (and from whose works 
Gittings quotes copiously throughout the 
book), is surely one of the great clichés of 
PRC-ology. The 1950s was not exactly a 
golden age for the hundreds of thousands of 
people who were purged or killed in the 
violent political and economic campaigns 
which preceded the anti-rightist movement, 
nor for the artists and intellectuals victimised 
during early- and mid-1950s attacks by the 

on, among other things, the film The 
Biography of Wu Xun or the writer Hu Feng. 

Some readers may experience a sense of 
ennui as Gittings covers much the same 
ground as many other general books on the 
subject, though with more competence and 
rigour than most. Certainly, some overlap is 
unavoidable, but the use of fresher, or less 
oft-cited materials and documents or a more 
unusual perspective would have made this 
a work of greater value to the specialist. 

u Linda Jaivin 


General MacArthur would go past the front desk to a private elevator and his own reception area. 
MacArthur Club guests are no less privileged. 


The Manila Hotel's new 
MacArthur Club is dedicated to 
the comfort and service of 
visiting business people. And 
to Club guests, we offer the 
choice of a room or suite in the 
elegant old building or the new 
Tower Wing. 


Whichever you select, you 
benefit from a private elevator, 
express check-in/check-out at 
the Club Reception, private 


Lounge and Concierge, 
complimentary Continental 
breakfasts and laundry/dry 
cleaning services and other 
special amenities. 

You will also quickly 
understand why General 
MacArthur called The Manila 
Hotel home. 


There are perhaps a dozen incredible places you must see in the Orient. One of them is a hotel. 


Lif » 


o 


Rizal Park (P.O. Box 307), Manila, Philippines Telex: 40537 MHOTEL PM Fax; (63)(2) 47-1124 or 48-2430 Telephone: (63)(2) 47-0011. 
Or contact: The Manila Hotel Hongkong Sales Office, Delton Reservations Ltd., KLM/Golden Tulip Intl B.V., Utell International. 
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THE FLORIDA LOT? Tu 
Pick Your Own Numbers 
Play Lotto 6/49 
Get Rich in America's 
Greatest Lottery 





Millions of U.S. Dollars are won regularly playing the World Famous 
Florida Lottery. in fact, the Florida Lottery has AWARDED MILLIONS OF 
DOLLARS to people who have won ~ including it's biggest Jackpot of 
U.S. $55,000,000. imagine all the things you could do and enjoy with 
$55,000,000. Peopie from all over the world go to Florida just to play the 
Lottery. Now, you too can play the World's Greatest Lottery and win a 
MULTI-MILLION DOLLAR JACKPOT. 


| Playing Lotto 6/49 is Easy 


Lotto is the World's most popular form of lottery. The Official Florida 
version is called Lotto 6/49 and is FULLY BACKED BY THE GOVERN- 





‘MENT. Each week one draw. is held i in public - ~ under stric 


vision in Florida: Lotto 6/49 is easy to play. You pick your own num- 
ber by selecting any of 49 possible numbers from 1 to 49. It's that 
simple. The numbers you select are entered in the Lotto 6/49 Com- 
puter System and if they match the same numbers in the draw — 
YOU WIN THE JACKPOT. Even if you didn't select all six num- 
bers, you could still be a winner! If you have only 3, 4, or 5 numbers 
correct, you “йол of the thousands of other prizes. 


Here’ 3 How You Can Play | 


All you have to do to play the World Famous Florida Lottery i is 
to complete the order form and send it to United States Interna- 
tional Marketing's world wide processing center, along with your 





payment, You can play 2, 4 or 6 games for 15, 26, or 52 weeks. 


REMEMBER, EACH ADDITIONAL WEEKLY GAME YOU PLAY 
INCREASES YOUR CHANCE TO WIN ТНЕ:ЈАСКРОТ. Once 
your completed order torrn and payment is received, your number 
will automatically be entered in the computer system and you will 
receive an "Official Entry Confirmation” by return mail. Your "Offi- 
cial my Confirmation" will indicate the numbers you selected. 


Fast Service же 


Your subscriptions àre sent to our express address located 
right in Amsterdam's World Famous Schiphol Airport. From there, 
your subscriptions are immediately sent by our special air-courier 
to United States. THIS ENABLES US TO PROCESS YOUR SUB- 
SCRIPTIONS FROM ANY LOCATION WORLDWIDE IN THE 
SHORTEST POSSIBLE TIME. 





You Will Be Notified Immediately 





When You Win 


United States - International Marketing will immediatel y notify 
you when you win any prize of $1,000 or more. In addition, you 
receive a complete list of winning numbers after every five weeks 
во that you can carefully check how you are doing. YOUR PRIZE 
MONEY WILL BE CONFIDENTIALLY PAID DIRECTLY TO YOU 
ANYWHERE IN THE WORLD. Upon expiration of your subscrip- 
tion you will receive a final itemized statement of your winnings. 


United States International Marketing 


P.O. Box 7525 Direct Telex and 
1118 ZG Schiphol Centrum FAX to U.S.A 
The Netherlands ITT Telex 4976556 
Answerback: Jackpot 

For faster service on 


credit card orders FAX: 1-301-770-3545. 


super- | 





| Subscribe Now! X what a jackpot | 
of $55,000,000 could mean to you — 
Play the Florida Lotto 6/49. — 






PICK YOUR PLAN -- Check only one box below next to 
the option of your choice. ALL PRICES IN U.S. FUNDS 


INCLUDES | INCLUDES 


2 WEEKS 


| FREE BONUS | | ewe | me | 


EACH 
WEEK 


2 Games 
4 Games 
| 6 Games 


15 WEEKS | 26 WEEKS | 52 WEEKS 
С1$135. | 0 $205. 
L1$270. |: $450. 
279405. | ($675. 


On all Credit Card payments . 
a handling fee of L.S. $19. will be added. 


Make Cheque or Bank Draft (in U.S. Funds) payable to: 
United States International Marketing 
Mail to: United States International Marketing 


| PO. Box 7525 Direct Telex and 
"hin | FAX to U.S.A. 
| bi oe Centrum ITT Telex 4976556 





Answerback: Jackpot 
For faster service on 


credit card orders FAX: 1-301-770-3545 
VALID ONLY WHERE LEGAL 
Not available to residents of The Netherlands and Singapore 
United States International Marketing is a private company. 
Not affiliated with any Agency or Government. 
The роса) quoted herein include handling and trustee 
Service fees. 






signature 
A A A A a —À M M M — T P— — — — 


тийш 
CIRCLE SIX NUMBERS FROM 1-49 IN EACH GAME YOU WISH TO PLAY 


GAME 1 
123455857 8 9 
10 11 12 13 14 15 18 17 
18 19 20 21 22 23 24 28 
26 27 28 29 30 31 32 33 
34 35 36 37 38 39 40 41 


42 43 44 45 46 47 48 49 


GAME 4 
| 1234568789 
10 11 12 13 14 15 16 17 


18 19 20 21 22 23 24 25 


| 26 27 28 29 30 31 32 33 
| 34 35 36 37 38 39 40 41 
42 43 44 45 46 47 48 49 


NAME .... 
TELEPHONE. 
ADDRESS 


` GAME2 


12334587289 
180 11 12 13 14 15 16 17 
18 19 20 21 22 23 24 25 
26 27 28 29 30 31 32 33 
34 35 36 37 38 39 40 41 


|42 43 44 45 46 47 48 49 | 


GAMES 


[1234586789 


10 11 12 13 14 15 16 17 


18 19 20 21 22 23 24 25 
26 27 28 29 30 31 32 33 | 
| 34 35 36 37 38 39 40 41 
| 42 43 44 45 46 47 48 49 | 


FAX 


А 





САМЕ З 









zm 


123456788 | au 


10 11 12 13 14 15 16 17 
18 19 20 21 22 23 24 25 
26 27 28 29 30 31 32 33 
34 35 36 37 38 39 40 41 


42 43 44 45 46 47 48 49 


GAME 6 
123345960789 


.18 11 12 13 14 15 18 17 


18 19 20 21 22 23 24 25 


26 27 28 29 30 31 32 33 | 
34 35 36 37 38 39 40 41 
42 43 44 45 46 47 48 49 | 








————————————————————— JP EE DHA EE E e EE Eee ed 





rp Ж-а Ж. фу = 


ning ability 





BMONTHLY REPORT 


WHERE TO PUT YOUR MONEY 


Advancing with caution 


HEADED BY NEW YORK, most markets saw all-time or post-crash highs 
in the month to 10 September. But they were not all advancing to the 


same tune. And even though global economic indicators seemed 


reasonably fair, there were notes of caution in the air as some invest- 
ors looked to take the profits of the past four months. 


The US and Japan were being moved by o forces. The 


Nikkei reached an all-time closing high of 35,140 in late August but 
without much conviction. It subsequently retreated by almost 1,000 


Screg da witha wre erratic profit announcements and the 
of brokers to rev up enthusiasm. 

While a revival of yen fortunes could attract back funds from dol- 
lar investments, interest rates have little downward potential and 
could well go up. The logic of the soft landing scenario for the US 
economy — no recession but growth slow enough to hold down in- 


flation to 4-5% and bring about continued improvement in the US 
trade account — is that inflation differentials between the US on the 
one hand and Japan and Germany on the other will narrow. Infla- 
tionary pressures have weakened and a good summer will hold 
down food prices and boost US agriculture exports. But hyperacti- 
vity in the takeover business and patchy profit records are a worry. 
If evidence were still needed that market euphoria can become 
regardless of realities it continued to be provided by Australia. 


global 

Despite an early September setback, it gained 16% between 1 July 

and 10 September amid weakening commodity prices, rising in- 

terest rates, a deepening current-account deficit and corporate sol- 
vency problems. At the opposite end of the , Taiwan stock 

Tics slick Kier continued ts defy ak atc exit thal at liquid 

ity. Malaysia and Singapore have remained strong performers. But 


Western fund managers cut their exposure to Hongkong 


Тоо hot to handle 


NVESTMENTS MADE BY professional fund 

managers can be treated as a lead to 

be followed, an invitation to do the 

opposite or a study of the herd in- 
stinct. Whichever approach one takes, 
Western fund managers are a significant in- 
fluence on Asian markets, where they have 
recently been making some big changes in 
their portfolios. 

Among the footnotes to recent events in 
China is one contributed by Western institu- 
tional investors. By the end of June 1989, the 
value of US pension fund investments in 
Hongkong was overtaken by the value of 
their investments in Singapore. 

According to investment statistics com- 
pany WM, the international portfolio mana- 
gers of US pension funds sold shares in 
Hongkong worth 49% of their cash flow in 
the quarter ending in June. This, combined 
with the fall in the Hongkong market, 
brought their ure in Hongkong down 
from 3.1% to 2.3%. Meanwhile, doubtless in 
order to maintain the overall level of invest- 
ment in Southeast Asia, these fund mana- 
gers spent 58% of their cashflow in Singa- 
pore, thus raising their Singapore exposure 
from 1.4% to 2.4%. 

A similar pattern was repeated among 
different kinds of funds managed in North 
America and Britain. An extreme example 
was Gartmore’s Emerging Markets fund. 
This fund had 15.8% in Hongkong at the be- 
ginning of 1989, or nearly double its expo- 
sure to Singapore/Malaysia. Now the Hong- 


By James Bartholomew in London 


kong exposure has been whittled down to 
3.5% while investments in Singapore/ 
Malaysia jumped to 13.7%. Gartmore main- 
tains this is because they have taken a policy 
decision that Hongkong is no longer an 
"emerging market," but such policy deci- 
sions are usually encouraged by negative 
sentiment. 

The clear trend is for managers to de-em- 
phasise Hongkong and to put money into 
Singapore first, and then other minor Asian 
markets. According to WM, the overall allo- 
cation of US pension funds invested interna- 
tionally at the end of June was: 31.376 Japan, 
4.5% Australia, 2.4% Singapore, 2.3% 
Hongkong, 1.7% other Far Eastern nations 
and 0.3% New Zealand. 

This allocation represents a downgrad- 
ing of the Far East in general, mainly the re- 
sult of the relatively slow performance of the 
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Japanese market and some selling. Japan 
still dominates the Far Eastern section of in- 
ternational portfolios, though the weighting 
of 31.3% is only about half what Japan 
should have if the managers followed the 
weightings of market capitalisations. Fund 
managers remain sceptical about share 
prices in Japan which is why they are seri- 
ously underweight in it. According to statis- 
tics produced by Frank Russell Co., the 
managers have been underweight in Japan 
ever since 1984. They are now more so on 
concerns that the volume of money available 
for equity investment in Japan is going to be 
modest in the next year or so. 

In contrast, the institutions are over- 
weight in all other Far Eastern markets, 
where they have increased their holdings in 
all except Hongkong. 

Singapore was particularly fashionable in 
July, according to Andrew Dalrymple of 
brokers James Capel. However, while Sin- 
gapore has become the destination of first 
resort for investment refugees from Hong- 
kong, fund managers are not 
enthusiastic about this trend. They give the 
impression they are investing in Singapore 
because they want to sell Hongkong and 
find Singapore the easiest alternative. Ian 
Wright of Foreign and Colonial reflects the 
widespread caution, remarking that though 
earnings growth this year will be good, next 
year will be more tricky. 

Thailand has generated „more en- 
thusiasm, doubtless because it*has shown 
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much of the action was coming from 


the future. 


First, the big premiums (20-50%) now being paid by foreigners 
of gearing which could have 
for the whole market if they need to liquidate 
performance of the banking sector 

— probably the most liquid. Bank p/e's are still in single figures while 


for better known Thai stocks are a form 
their holdings. Second is the non- 
25-30 is unexceptional for i 


There comes an obvious point where out of favour stocks be- 
, excellent defensive ones. That 


come, via their yields 


to some of the less cyclical Hongkong counters, 
litical risk has already been discounted. The most prominent out of 
favour commodity remains gold, which is only just keeping its head 


blamed. V 


demand, 


more profit. But now prospective p/e ratios 
for industrial shares have risen above 20, 
fund managers are no longer there for the 
value, they are there because they do not 
want to miss the party. Although they fear 
overheating in the economy and a possible 
economic squeeze to come, they are even 
more frightened of being left out. 

The great favourite of the moment, 
partly because of its novelty, is undoubtedly 
Indonesia where managers of billions of dol- 
lars of funds are looking with frustration at 
the relatively small market capitalisation. 
The typical international fund manager is 
unlikely to have ever visited Indonesia but, 
again, is appalled at the possibility of being 


left out. 
A Indonesian shares are expensive 
but buy them anyway, they think 
Australian shares are cheap but shun them. 
Fund managers have only been cautiously 
nibbling at Australia because they think it 
might become even cheaper or that the cur- 
rency may slip further. They are more confi- 
dent about the outlook for New Zealand, 
where the economic policies are widely ad- 
mired. The austerity which New Zealand 
has endured recently is expected to pay off 
in the next few years. According to WM, ex- 
posure to New Zealand among US pension 
fund international portfolios has risen from 
0.1% to 0.3%. It is the one case where fund 
managers have found cheap shares and 
been willing to buy them. 
Meanwhile, Taiwan, along with Japan, is 
a rare case where the managers are willing to 
resist the appeal of expensive shares. The 
previous premiums on the closed-end funds 
invested in Taiwan have been eliminated. 
Peter Scott of Gartmore says prices there are 
“just now." 
Malaysia is liked in theory, largely on the 


ustralia is a complete contrast. 
Whereas the fund mangers think 
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funds have continued to help boost Bangkok to a steady succession 
of new highs. Two observations, however, may provide leads for 


olatility in the markets has been marked by coffee, soya- 
beans and palm oil (down sharply) and copper (up). Despite global 
tively stable. 


now apply 
ially where po- 


and, supply shortages remain few and prices rela 
Thatis good news, but it has already been discounted by most stock- 


m Philip Bowring 


basis that it is well positioned to profit from 
the rise in labour costs elsewhere in the re- 
gion. But in practice, the fund managers 
have difficulty finding individual companies 
which do not have one drawback or 
another. 

The Philippines, according to Scott, has 
“become respectable,” but rather late in the 
day. Fund managers could have bought 
anytime over the past three years, but most 
of them were too cautious about the political 
risk. Now many of them they feel they have 
missed the boat and would rather not hear 
the country mentioned. 

The impression given by fund managers 
at present is that they are perhaps overly in- 
fluenced by the momentum of markets 
rather than their fundamental value. When 


Dollar surges, Wall St 


and Frankfurt firm 
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Thailand was cheap five or six years ago, in- 
ternational fund managers could not be 
bothered with it. Now it is expensive, they 
are thrilled with it. Perhaps they will, partly 
through their own buying, enjoy a further 
rise. But when Thailand goes out of fashion, 
there could a frenzied rush for the exit. 

One should, then, be cautious of the 
small markets currently overwhelmed by in- 
vestment from abroad, especially Thailand 
and Indonesia. Meanwhile, Australia and 
New Zealand, which are not so easily over- 
whelmed, are where value remains. New 
Zealand's particular appeal is that its cycle is 
different from most other countries. New 
Zealand has had tight money for several 
years whereas most other countries in the 
region are only starting to tighten up now. 8 





WALL STREET 


Distant thunder? 


By Jonathan Burton in New York 


BOUT THIS TIME two years ago, the 

New York Stock Exchange's bench- 

mark Dow Jones Industrials Average 
had begun a sharp slide from its record high 
in August. Many investors were not terribly 
concerned. To most, the downturn was 
only temporary, a benign setback before the 
market continued its advances. Reality hit a 
few weeks later on 19 October. 

History has a funny way of repeating it- 
self. On 1 September the Dow hit an all-time 
high of 2,752.09, capping a rise of nearly 500 
in just five months. Curiously, though, 
there was little of 1987's bull market back- 
slapping to mark the event. Wall Street's 
reaction in fact was particularly subdued. 

True to form, the market since then has 
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returned some gains to profit-taking and is 
experiencing a logical and so far mild correc- 
tion. Many investors still believe this bull 
market is fundamentally stronger than the 
last. They gravitate to good economic statis- 
tics and ignore warning signs — all the 
ghosts of market crashes past. 

Wall Street, still jittery from the harsh les- 
son of October 1987, has plenty of prag- 
matism to counter the cheerleading. The 
cry among investors as they watch stocks 
soar is "we won't get fooled again." Un- 
fortunately, some will. The market is not 
crash-proof. The question is whether Wall 
Street will take a dive sooner rather than 
later, and how big the fall will be. 

Many analysts are saying investors have 
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little to fear in the near term. At its top 
two years ago the market was awash 
with small investors, dominated by 
computerised program trading, and 
governed by emotion. The Federal 
Reserve was nudging up interest 
rates in an effort to slow the econ- 
omy. 

None of these ominous condi- 
tions currently exists. The US is 
enjoying a remarkable period of 
declining interest rates and low 
inflation, generally healthy corporate 
earnings, measured economic 
growth and a strong dollar, all of 
which are contributing to an expan- 
{yn that has lasted nearly seven 
years. 

Over the past 10 months the Dow 
has surged without the broad partici- 
pation of smaller players. Demand 
for stocks has exceeded supply 
enough to propel it ahead, further in- 
dicating a market with a solid internal 
structure. 


ertainly, the market has not 

rallied on fundamentals alone. 

Expensive takeovers and leveraged 
buyouts have boosted the shares not only of 
the target company but also of similar com- 
panies. Nowhere has this been more evi- 
dent than in service industries such as air- 
lines and hotels. 

Popular, easy junk-bond financing made 
these deals possible. Lately, however, there 
has been a curious lapse in investor commit- 
ment to support these high-yield securities, 
particularly for industrial companies. How 
that will affect their bottom-lines — and thus 
their ability to service existing debt — re- 
mains in doubt. And without junk-bond 
financing, many mergers and acquisitions 
will simply not materialise. If this sentiment 
grows, some stocks will quickly lose their 
glamour — and their trading premiums. 

Another source of the market's momen- 
tum is the Japanese. Shares in US com- 
panies are cheaper than Japanese equities 
and pay higher dividends. At the same 
time, Japanese players are flush with cash. 

The match could not be better. As US in- 
terest rates decline, the Japanese have been 
moving money into the US market and are 
helping to fuel its rise. In June alone, Japan- 
ese investors’ net additions to their foreign 
portfolios increased US$3.26 billion. Ana- 
lysts estimate that 60-70% of the purchases 
were US stocks. 

Indeed, one market expert touts foreign 
interest in US shares as good insurance 
against a market collapse. "It's in everyone's 
best interest that we avoid a major economic 
disruption," says Douglas M. Loudon, di- 
rector of equities at Scudder, Stevens & 
Clark, Inc. "That hasn't always been the 
case." 

Perhaps the most widespread specula- 
tion concerns whether the Fed can success- 
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fully execute a “soft landing” of the econ- 
omy, scraping the bottom of a slow-growth 
economic cycle without recession or higher 
inflation hurtling down on Wall Street. 
There’s no guarantee of this, but some ex- 
perts are treating it as fact. 

Just several months ago, a series of disap- 
pointing US Government economic figures 
had the Fed itself convinced recession was 
unavoidable. The numbers are more mixed 
now, surprising the experts and leading 
most to conclude the economy still has some 
life. As for recession, Fed policy cannot out- 
law it, buta protracted slowdownis unlikely. 


С љ m 


^ Loudon says the slow but positive 
Е growth and low interest rates show 
the Fed is already in control. He 
predicts the market will grow about 
12% over the next year, with no 
imminent recession to muddy the 
path. 
Robert A. Brusca, chief financial 
economist at Nikko Securities Co. In- 
ternational concurs. “The economy's 
slowing down. We're going to get a 
lot lower interest rates." But he is 
concerned about the Fed and 
whether it will lower interest rates 
enough. 

Conventional wisdom  dictates 
that it is best to get out while you 
can. The market presently trades 
at a price-earnings ratio of about 
13. That is substantially below pre- 
1987 crash levels, when buying 
mania pushed average stock prices 
to a stunning 21 times earnings, 
but it is still expensive. In fact, this 
market is already above historical 
averages. Investors may decide that 
values are inflated enough and it 
is better to let someone else as- 
sume the risk. 

Enter the small investor, who has been 
noticeably absent from this rally and tends 
to come in near the top, taking up where the 
smart money left. 

That is not yet the case. Smaller players 
are still wary. But falling interest rates spur 
individuals to move money from bank de- 
posits into the stock and bond markets, 
especially mutual funds. To the average in- 
vestor, watching other people make money 
makes the whole thing look easy. There is a 
temptation to test the waters, but a dam can 
hold only so much before it breaks. u 





JAPANESE 


PROPERTY 


A place in the country 


By Nigel Holloway in Tokyo 


USPEND DISBELIEF for a moment and 
ч consider this for a buying opportun- 

ity: real estate near Tokyo. Everybody 
has heard about the stratospheric prices for 
land in the Japanese capital, but you do not 
have to travel far before values begin to drop 
precipitously. Anything within commuting 
distance of central Tokyo — which for the 
average wage earner means travelling time 
of an hour and half or more — is only for the 
seriously rich, or the Japanese, to con- 
template. 

One tactic, therefore, is to buy land just 
outside this commutable circle and wait for 
the circle to expand. Others have, of course, 
already thought of this and bid up prices in 
areas like the eastern side of Izu peninsula, 
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Chichibu and the western half of the Boso 
peninsula. But there is a lot more land avail- 
able beyond those areas. 

Three months ago, a friend acquired 990 
m? of land in the Kamogawa area in the 
southern part of the Boso peninsula facing 
the Pacific at a cost of 26,100 (US$181.25) 
per nv. His real-estate broker told him the 
going rate is now ¥30,300. It takes two and 
half hours to reach there by car from Tokyo. 
Another friend recently bought 2,145 m? in 
northern Ibaraki prefecture for ¥700 per m2. 
From Tokyo the travelling time is the same 
as Kamogawa, but is much less sought after. 

While it will probably take a lot longer for 
this investment to appreciate in yalue than 
the land in Kamogawa, both seem extraordi- 
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TRUST THE HALIFAX 
TO FIX THE INTEREST RATE 
WHATEVER THE CLIMATE. 


The financial climate is often unpredictable. 
Which is why you should invest wisely and not just 
settle for any port in à storm. 

The new HALIFAX FIXED RATE INTERNATIONAL 
is a safe haven for investment and a guarantee against 
unstable interest rates. 

It's a Jersey-based sterling deposit account, 
































open solely to those people not ordinarily resident in 
the UK. The kind of people who want a guaranteed 
fixed interest rate and who are willing to leave their 
investment untouched for a period of 12 months. 

There is a minimum investment level of 
£10,000 and the interest rate on vour account is fixed 
on the day that we receive your funds. 

But as interest rates can vary from time to 
time, you can call our Halifax Jersey Helpline now 
on (0)554 59840 for information on today's current 
fixed rate. 

Being Halifax Building Society, vou can expect 
a highly competitive rate. And being offshore, you can 
expect high interest with no UK income tax deducted. 

You can take your interest at the end of the 
term. Or opt for a monthly income, with which vou 
can pay bills and set up standing orders and direct 
debits via our variable rate account HALIFAX DEPOSIT 
INTERNATIONAL. 

Alternatively you can have your monthly 
interest paid directly into your UK or Channel 
Island bank account. 
| Send in the coupon now for more detailed 

| ` information and conditions of issue, and we'll help 


— you weather any storm. 


' NAM A 25 - ЕС E 

- ARN puma | 46 Halifax Building Society, International Investment Uni, | 

DUAE | Ingouville House, Ingouville Lane, St Helier, Jersey, C. Islands. 

7 `| Please send me details of HALIFAX FIXED RATE INTERNATIONAL О 
| HALIFAX DEPOSIT INTERNATIONAL О 


| 
| | АСЕ O O Sue | 
| Address | 
i, ORES UO OE NBA | 
| Cub. Iu ——.............._ Bee | 
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THE WORLD’S N°? 1 
By opening a deposit account you become a depositor with the Society, Depositors are not members of the Society and Halifax Building Society, International Investment Unit, 
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narily cheap when one consid- 
ers land in the Denenchofu 
suburb of southern Tokyo costs 
¥3 million per m2. Both buyers 
are building weekend cottages 
on their property — the total 
cost of doing this is ¥20 million 
for a 150 m? wooden house in 
Ibaraki. 

Like most things in Japan, 
buying land is not easy. There 
is no “market” for real estate as 
such because people are reluc- 
tant to sell, which makes it dif- 
ficult to divine the true value 
of land. Tax assessments are 

fly any help — the 

Kamogawa plot, for example, 
is valued for tax purposes at 
less than ¥14,000. 

Property brokers often act as 
principals. They place a deposit on the land 
and then try to sell it. However, the existing 
owner can revoke the sales agreement by 
paying twice the value of the deposit and re- 
cover the land. Also, check the list of 
mortgages on the property. You may find 
the original owner still has a mortgage, and 
if he does not service it, the banks can take 
possession — from you. 

Choosing a site requires much patience. 
The friend who went to Ibaraki knew no- 





body in the area, but found a couple of brok- 
ers through the local tourist office. One of 
these found him the plot he eventually 
bought after about a year’s search. A crucial 
point is to use a local person as an inter- 
mediary. The friend's broker is also a build- 
er, and he bought the land from a Tokyoite 
who had acquired the land 10 years earlier 
from somebody who had intended to build 
but had gone bankrupt. 

There are three classifications for land — 





INTEREST RATES 


Britain in a bind 


By Anthony Rowley in London 


RE WORLD INTEREST RATES going up or 

coming down? No one seems to 

know for sure. In the US the nervous 
downward trend seems to have halted 
while expectations are for further rises in 
Japan and West Germany. The confusion 
over where rates are going seems even more 
pronounced in Britain. 

International investors have a vested in- 
terest in the trend because the British gilts 
market is one of the biggest and most liquid 
government bond markets in the world. 
Foreigners now own about 15-20% of it. 

If British interest rates do move down, 
as many analysts expect, then long gilts 
promise a total return of 1595 or more in 
sterling terms over the next year. British 
equities could also expect to benefit from a 
decline in interest rates. 

The question is not simply one of when 
rather than whether British rates will fall, 
however, because they may have to rise fur- 
ther yet. Stockbrokers Phillips & Drew take 
the contrary view that British rates will go up 
in the short term, largely to underpin the 
pound. If world rates are trending upwards, 
this looks quite possible. 





Britain's Chancellor of the Exchequer, 
Nigel Lawson, has got himself into an awful 
bind over interest rates. He is committed to a 
strong pound as an article of monetary po- 
licy and in order to restrain inflation, which 
has been rising sharply none the less. 

Wage pressures are mounting, yet the 
growth of consumer demand has come to a 
halt and industry is making ominous noises 
about cutting back the rate of new invest- 
ment. So, Lawson looks damned if he does 
reduce interest rates (the pound may col- 


London climbs back 
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housing, agricultural and 
“forest” (which does not mean 
it has to be covered with trees). 
There are virtually no controls 
on the last category, but if you 
wish to convert farmland for 
housing you will need permis- 
sion from the local agricultural 
cooperative. Normally, it will 
only allow 500 m? to be con- 
verted for residential use. 

Local banks are often only 
too happy to lend for a new 
house, but there is a catch: a 
non-Japanese must have per- 
manent residence status, 
which is usually given after five 
years or so in the country. This 
residence qualification, how- 
ever, is not required when buy- 
ing land. Once past this hurdle, 
interest rates are low — 5.7% at a local bank 
and even 4.7% at a fixed rate from Housing 
Loan Corp. But in the latter case, the proce- 
dures are complex. 

Capital gains taxes favour the medium- to 
long-term buyer. If the property is sold 
within five years the profit is either taxed at 
52%, or at 110% of the marginal rate of in- 
come tax that would be paid on the profit. 
Beyond five years, the rate falls to 26% if the 
profit is under #40 million. в 
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lapse) and equally damned if he does not — 
the economy may tip into recession. 

It would be possible to have more sym- 
pathy with his predicament were it not for 
the indiscriminate way in which the govern- 
ment cut taxes, which has raised consumer 
demand, rather than linking tax cuts to sav- 
ings. Fiscal policy has become ideologically 
neutralised, placing an undue burden on 
monetary policy and interest rates. 

If Phillips & Drew is right and British 
interest rates rise above the current 14% 
base-rate level, declining only to 12.5% by 
the end of 1990, then British home buyers 
and others can look foward to another year 
of misery and international investors would 
do better to go elsewhere. 

The misery is already pretty acute with 
the average level of base rates over the past 
12 months having been at its highest for 
seven years. Barring only Australia and 
a few southern European countries, Bri- 
tain now has the highest interest rates 
among the more advanced industrial coun- 
tries. 

If, however, more bullish analysts are 
rght — and they do appear to be in the 
majority — then we can expect a decline in 
British rates of at least half a percentage 
point before the end of this year and a fall to 
11% or even 10% by the end of next year. 

Broker Hoare Govett believes the British 
Government will drop rates by half a point 
quite soon “to send a signal that they are 
managing demand for slower growth but 
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not for recession.” Further cuts will follow, 
bringing rates down to around 10% by the 
end of 1990. James Capel, another broker, 
takes a broadly similar view, seeing an early 
initial cut and then rates down to 10.5-11% 
by the end of next year. 

Although short-term interest rates are 
likely to fall faster than long-term rates, as 
corporations shift their borrowing to longer 
term, it is the long end of the gilts market — 
15 years’ maturity and beyond — that is ex- 
pected to benefit most. 

Gilt yields should fall to below 9% from 
their current level of around 9.4%, implying 
a 7% upward movement in average long-gilt 

rices. A fair chunk of this benefit should be 

in the final quarter of this year once the 

signal is given that rate rises are over (as- 
suming of course that they are). 

With income added in, this promises a 
total return of 15% or more on long gilts over 
the coming year. Short gilts — one to seven 


years — should enjoy "steady gains," ana- 
lysts say. 

International investors need to weigh 
these promises of rather attractive returns in 
sterling terms with what might happen to 
the pound once British interest rates do start 
falling. If the pounds should drop sharply 
that could mean an equally sharp rise again 
in interest rates — and a fall in gilt prices. 

Obviously the name of the game is to 
watch what world interest rates are doing 
(and the strength of the dollar). If cir- 
cumstances do look bad for the pound, a 
good tactic might be to switch into French 
Government bonds where the outlook for 
interest rates is definitely downward. 

What of British equities? They are al- 
ready riding high with the FT-SE (Footsie) 
index close to its 1987 all-time high of 2,425 
points. At an average of 4% though, British 
equity yields are quite high, too, by historic 
levels and look to be discounting the pros- 





SOUTH AFRICAN 


BONDS 


A political play 


By Christopher Marchand in Hongkong 


ONDS ARE CURRENTLY the world in- 
vestor community's favoured play, 
and the search has now broadened 
for more exotic varieties. Inevitably, such 
bonds are found in high-risk, high-yield 
markets, of which South African fixed-in- 
terest issues are a prime example. 

South Africa's RSA and Electricity Supply 
Commission (Escom) bonds are those of 
most interest to foreign investors. RSA 
bonds are South African Govern- 
ment debt, while Escom issues are 
those of the electricity utility, which 
has a monopoly on South African 
power generation. 

Maturity yields vary between 16% 
and 17%, but the country's dual ex- 
change-rate system inflates the yield 
to foreign investors to nearly 25% a 
year, among the world's best. West 
German, Swiss and British investors 
who know South Africa and its risks 
have bought its bonds for years. 
Since the middle of this year, Asian 
investors have begun joining the 





party. 
Under South Africa’s dual ex- 
change rates, capital transactions in bonds, 
stocks and, to a limited extent, property are 
priced at a market rate known as the finan- 
cial rand. But South Africa's trade and invisi- 
ble accounts — such as dividend payments 
to foreign bondholders — are denominated 
in commercial rands. South Africa's Reserve 
Bank sets the commercial rate, which trades 
at a 40-50% premium to the financial rand. 
For foreign investors, the sale and pur- 


chase of bonds through financial rands, but 
receipt of interest in commercial rands, 
pushes yields to 25%. A leveraged play on 
South African fixed-interest issues can boost 
the yield to 40% a year. An investor who de- 
posits US$100,000 in South African bonds, 
having borrowed US$50,000 of this from a 
Singapore bank at a 7% cost, would receive 
some US$24,000 a year in interest. 

After paying US$3,500 interest to the Sin- 


South Africa's high risk, high yield market 
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gapore bank, the bondholder is left with a 
40% return on his equity. Interest receipts 
repay his personal outlay in two-and-a-half 
years and the total investment in less than 
five. As South Africa does not levy with- 
holding tax on bonds — a 15% withholding 
tax is charged on stock dividend income — 
their appeal is further enhanced. The large 
domestic market for RSA and Escom bonds 
also ensures sufficient liquidity. 
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pect of falling interest rates. Although the 
yield gap with long bonds is wide, at ovei 
five percentage points, a fall in bond yield: 
could be counted on to narrow it somewhat. 

Analysts are moderately bullish about 
British equities, seeing the Footsie likely tc 
end this year at around 2,450 points and 
perhaps 2,900 points by the end of next year. 
The sectors most likely to benefit from lower 
interest rates would be consumer stocks and 
house-building firms. 

Looking further ahead, James Capel is 
bullish about British equity prospects. By the 
second half of next year, there could be 
strong productivity growth in Britain as un- 
employment rises somewhat on the back of 
near-recession conditions at present. By 
then, too, the British economy could be re- 
covering, just as the rest of the world is slow- 
ing down. The British stockmarket could 
thus "dramatically outperform" others in 
1991 and 1992, says James Capel. и 


The catch is South Africa's politically in- 
fluenced exchange rates. Buying South Afri- 
can bonds amounts to a play on South Afri- 
can politics, in particular on the outcome of 
next year's debt rescheduling talks. Nor can 
measures within South Africa to restrict for- 
eigners’ financial rand purchases of the 
country's bonds be ruled out. Foreign buy- 
ing of South African wine estates in financial 
rands was recently banned for political 
reasons. 

The financial rand rate is the crucial vari- 
able. Since the start of 1988, it has fallen 30% 
against the US dollar. The slide reflects a de- 
teriorating current account, falling foreign- 
exchange reserves and a continued private 
capital outflow. But European and expat- 
riate South African speculators with a feel 
for the politics have made a fortune 

jobbing the financial rand, through 
: buying and selling bonds, property 
and shares. 

Short-term rates are high and 
could climb further, given the coun- 
try's rising inflation and weak current 
account in the face of declining gold 
prices. But the financial rand rate will 
be increasingly affected by next year's 
outcome on rescheduling South Af- 
rica's US$21.2 billion of foreign debt. 
A happy conclusion could be a triple 
winner for investors in the form of 
capital gains, a rising exchange rate 
but still high interest yields, as the 
drain on foreign reserves and pres- 
sure on interest rates would be eased. 

The risk, however, is large as no forward 
cover exists in financial rands, which are not 
a deposit currency. Forward cover does exist 
in commercial rands, which allows interest 
to be hedged, but the charge — the differ- 
ence between US and South African one- 
year rates — slices 8% off interest, cutting 
the return to just 15%. The adage.of course, 
is high risk, high return. : * 
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By Anthony Rowley in London 


HE WEST GERMAN  STOCKMARKET 

took off at a steep angle a couple of 

months ago only to be hit by a series 
of heavy cash calls from major companies. 
This, plus the prospect of further interest 
rate rises in West Germany, suggests that 
the take-off may be aborted and that the 
market will remain grounded in the 
short term. 

The sense of timing displayed first 
by Dresdner Bank with its DM 1.2 bil- 
lion (US$603 million) call on share- 
holders and then almost immediately 
afterwards by Lufthansa with a DM 
942 million call can only be described 
as indelicate. Daimler Benz was set to 
follow suit with a DM 2 billion rights 
issue. 

All of these companies are taking 
advantage of the strong liquidity in 
the West German market, though 
equally they all risk draining much of 
that liquidity and with it the bullish 
sentiment which has characterised 
volumes and prices in recent weeks. 
The Commerzbank Index has almost 


regained its pre-1987 crash levels Frankfurt dealer: controlling the Deutschemark. 


TENUES 


STOCKS 


Milch-cow market 


though analysts are not expecting much fur- 
ther excitement this year. A period of con- 
solidation is expected. 

Apart from the bearish influence ex- 
ercised by so many major rights issues, 
all in quick succession, there is a wide- 
spread expectation that the West German 
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INVESTMENT 


TRUSTS 


A big dipper ticket 


By Jonathan Moore in Taipei 


OLDERS OF UNITS in Taiwan's four 
Нч investment trusts 

might welcome the stockmarket's 
current consolidation phase as a chance to 
catch their breath after the latest bull run. 

On 7 September, the market closed 
above 10,000 for the fifth time ever, 30% 
higher than when it began its latest upswing 
on 14 July, and double its level at the end of 
1988. New investors, eager for a play, have 
pumped volumes to unheard of levels. The 
all-time record was hit on 28 August, with 
turnover of NT$194 billion (US$7.6 billion). 

After more than two years of upward 
momentum, expensive stock prices are 
familiar to Taiwan investors, if not to for- 
eigners. But they have reached new ex- 
tremes, with industrial shares trading at 
multiples as high as 80, while the market's 
average p/e ratio is about 100. 

The two funds that trade on the New 
York Stock Exchange (NYSE) — the ROC 
Taiwan Fund and the Taiwan Fund Inc. — 
are currently trading at discounts around 
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1% and 5%, reflecting investor skittishness 
over the high levels. The other two, the 
Taipei Fund and the Formosa Fund are 
traded over-the-counter in London. Since 
these two are open ended and thus redeem- 
able at their net asset value at any time, they 
do not go to discounts. 

The Taiwan stockmarket is fraught with 
irregularities and volatility. Big market 
players regularly manipulate stocks. Many 
small investors play the market for its 
speculative appeal. Insider trading is ram- 
pant and enforcement piecemeal. Liquidity, 
not corporate performance, supports the 
market. 

Prices have become even more skewed 
in recent months as underground "clubs" of 
small investors have chased low-quality, 
smaller issues that are easier to ramp. And 
yet the market's proven resilience suggests 
to many that it will continue climbing as 
long as liquidity remains. Past crashes have 
all been undone by subsequent climbs. 

The economy has remained strong, de- 
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Bundesbank will further lift interest rates be- 
fore the end of September, to keep the 
Deutschemark at an inflation-restraining 
level. 

This will not be good for the stockmarket 
even if it does underpin the currency. In- 
vestors are none too sanguine about infla- 
tionary prospects in West Germany. They 
will probably await the outcome of annual 
wage settlements early next year before tak- 
ing a view on where the economy and the 
market are heading. 

Although the West German stockmarket 
has been strong of late, the Dutch market 
has been equally strong and the Swiss mar- 

ket even stronger. Analysts tend 
З generally to favour these other ^ 

schemark-bloc markets over West 
Germany for the present. 

Average p/e ratios in the West 
German market are fairly demanding 
at 13. That is a fraction higher than 
the average British multiple. Average 
equity yields in West Germany, at 
2%, are exactly half the level in Bri- 
tain. 

What the West German market 
does have in its favour is its large size 
and greater ability than the other 
Deutschemark-bloc markets to ab- 
sorb funds. This will only become a 
factor if the US dollar and sterling fall 
badly, prompting international capi- 
tal to seek a refuge in Deutschemark 
securities. E] 


spite a difficult restructuring period for in- 
dustry. For the present, the government is 
unlikely to act too boldly to cool the market 
lest it spark a crash before national elections 
in December. 

With this in mind, two types of investor 
might be tempted to take advantage of the 
slight discounts to buy units. Both depend 
on a rational acceptance of the market's dis- 
regard of fundamentals. They rely also on à 
perhaps less-than-rational attraction to the 
quirkiness and volatility of the Taiwan mar- 
ket. 

The unit trusts might be attractive to à 
manager of a diversified portfolio looking to 
invest for long-term growth in a well-per- 
forming Asian economy. "[Taiwan] has 
been à success story for long-term holders," 
said Steve Champion, president of Interna- 
tional Investment Trust Co. (ПТС), which 
manages the ROC Taiwan Fund. “If you 
have a diversified portfolio, it's hard to leave 
Taiwan off the list." 

Another play might come from those 
eager for a turn at a high-stakes game. 
"Sometimes investors want to be exposed 
to this kind of volatility," said Leon Ku of 
James Capel. "They simply want to enjoy 
the roller-coaster journey." 

But an investor going for the risky, 
short-term investment would have to 
be ready to commit time to follow move- 
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ments in the Taiwan market and economy. 

Low liquidity of the four funds’ units has 
been a problem for Taiwan unit holders in 
the past. Three of the funds were traded 
only in bearer form on an over-the-counter 
basis in London. 

With the listing in May of the ROC Fund 
on the NYSE, the foreign investors’ window 
to the Taiwan market has slightly changed 
its shape. The fund's international deposit- 
ory receipts were each converted into 7,500 
shares, allowing investors to trade smaller 
lots. Transaction costs are less since trading 
on the exchange has cut the price spread 
from about 5%. Also, by adopting a closed- 
end format, the management company IITC 

avoid the mass redemptions which hurt 
itin the past. 


e T. 
ы "HT 


e 


ШС successfully sold through under- 
writers all US$54 million of re-issued shares 
at the time of the NYSE listing and reorganisa- 
tion, though Champion admits the fund 
was a harder sell in the US than in Europe 
and Asia. 

The ROC Fund is the most passively 
managed of the four, and in a market which 
moves on rumour and speculation, is de- 
terminedly focused in blue chips. Con- 
sequently, it is the worst performing fund, 
having made a 61% gain from the beginning 
of the year to the end of August. The index 
rose 94% in the same period. 

The Taiwan Fund has performed slightly 
better, but bearish managers have under- 
estimated the market, maintaining large 
cash positions during bull runs. The Taiwan 





GOLD STOCKS 


Golden opportunities 


By lan Verrender in Sydney 


USTRALIA'S SOARING interest rates may 
A have provided an attractive place for 

international investors to park excess 
funds for the past few months. But recently 
investor attention has shifted to an old fa- 
vourite — gold stocks. 

Gold stocks have hardly looked back 
since the start of July when the gold index 
was sitting just above 1,400. Over the past 
two weeks, the index has almost hit 1,730, 
though profit-takers moved into the market 
earlier this month, forcing the index down 
to about 1,670. 

But most brokers are tipping further 
gains in the near future despite what nor- 
mally would be regarded as a poor funda- 
mental outlook for the general market. With 
high local interest rates, a less-than-rosy 
domestic economic outlook and rapidly fall- 
ing gold prices, the market should have con- 
formed to expectations and headed down. 

But, led by a charge from US investors 
seeking value after a solid run on Wall 
Street, local institutions decided it was time 
to re-weight their portfolios away from in- 
terest-bearing paper and into the stock- 
market. 

The general market has also been 
buoyed by some good profit results and the 
All-Ordinaries Index recently reached its 
post-crash high. 

Investors, both local and international, 
have instead focused on what they perceive 
as the value of Australian gold stocks follow- 
ing the extended winter on the bourse since 
the market collapsed nearly two years ago. 

In addition, a large part of the buying has 
been based on a punt that bullion prices 
have fallen far enough and the only way 
they can now go is up. The general theory is 
that though bullion prices may fall a little 


more, the extent of the movement will de- 
pend on the US dollar. And with continued 
high US trade deficits, a downward correc- 
tion in the US unit appears inevitable, giving 
gold a natural floor. 

At the same time, the drop in bullion 
prices has forced production cuts in South 
Africa, tightening the supply side, while 
continued strong demand from the jewel- 
lery trade in Asia and Europe should ensure 
adequate demand. 

Another important factor has been 
the perception that the federal govern- 
ment, which next year is facing an election, 
cannot afford for political reasons to main- 
tain a tight monetary policy for too much 
longer. 

If so, interest rates should drop, resulting 
in a fall in the Australian dollar which in 
turn will boost the Australian dollar value 
of bullion and local miners' earnings. Most 
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Sydney Stock Exchange: brokers tip further gains. 
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Fund grew 69% in the first eight months of 
this year. 

The best performing funds are the Taipei 
Fund and the Formosa Fund, which have 
grown 76% and 87% respectively, from Jan- 
uary to end-August. The managers of these 
trusts have made gains by actively manag- 
ing the portfolios according to share price 
performance. Their larger positions in the 
volatile but heavily weighted banking stocks 
have kept their performance levels high. But 
they are also likely to suffer the most dam- 
age in a crash. 

Meanwhile, Taiwan economists say 
growth will slow and industrial investment 
drop in the months ahead. Whether the 
growing consumer economy can take up the 
slack is uncertain. E] 


of the support so far has been in the qual- 
ity end of the market where good trading 
opportunities have been created by daily 
fluctuations, though some of the more 
speculative stocks have also attracted atten- 
tion. 

Placer Pacific, ACM Gold, Barrack 
Mines and Dominion Mining rank among 
the more highly sought after gold stocks, 
all having high production and solid re- 
serves. 

The major institutions have also been at- 
tracted to the sector partly because they see 
gold stocks as a form of long-term insur- 
ance, particularly if the economy begins to 
slow. And with the government deter- 
mined to rein in the country's burgeoning 
trade deficit by choking off local demand 
with high interest rates, such a scenario now 
appears inevitable. 

At this stage, though, Canberra is trying 
to walk a delicate tightrope by winding back 
demand without putting the economy into 
reverse. On the money market, 90-day 
paper has come off in recent weeks to about 
18% in the belief that the government will 
start to ease its monetary grip towards the 
end of the year in preparation for the elec- 
tion. ^ 
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Stockmarket, bond and currency trends 
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ECONOMY 


Foreign exchange shortage threatens to scupper Philippine recovery 


Nothing in reserve 


By Rigoberto Tiglao in Manila 


he Philippines’ three-year expan- 

sion looks close to being scuppered 

by a cyclical scarcity of foreign ex- 

change — the same problem that 

has aborted everyone of the country’s at- 

tempts at economic take-off over the past 40 
years. 

The critical signs, all too familiar, have 


started appearing in Manila in the past few - 


weeks: the peso has slumped, and interest 
rates have soared. And the latest govern- 
ment figures show the country’s external ac- 
counts plunging dangerously into the red. 

The trade deficit widened in the first six 
months to US$1.2 billion, more than double 
the US$545 million deficit recorded in the 
first half of 1988. Unless a major cut in im- 
ports can be achieved — which will not be 
easy in the run-up to Christmas — Manila’s 
trade deficit could rise to US$2.4 billion by 
the end of the year. That is about as big as 
the deficit chalked up in the crisis year of 
1983. 

The current account deficit (trade plus 
non-trade accounts, including interest pay- 
ments) presents an even bleaker picture. 
This deficit has more than tripled over the 
year to US$882 million (the comparable 1988 
deficit was US$250 million). Coupled with a 
slowdown in both foreign investment and 
loans, the overall balance-of-payments def- 
icit totalled US$388 million, reversing the 
surpluses of the past two 12 months. 

But the bleak statistics notwithstanding, 
the current problems are not on the same 
scale as the 1983 crisis. For one thing, there 
has been no capital flight in the past three 
years. Rather, there are indications that 
funds salted abroad in the Marcos years 
have returned to play a major part in financ- 
ing the recovery. More importantly, Manila 
has already arranged and tapped back-up 
funds — such as the three-year IMF facility, 
and quick-disbursing loans from the World 
Bank and the Asian Development Bank — 
to support its dwindling reserves. 

evertheless, the situation is damaging 
to Manila’s hopes of transforming the three- 
year recovery into more solid investment- 
led growth. The most likely scenario is of a 
slowdown in GNP growth to 5% in the next 
two years, with imports being restrained as 
a result of the foreign-exchange shortage. 

The two recent debt restructuring agree- 
ments have not removed the country’s debt 
burden. As a confidential World Bank study 
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forecast early this year, a new major restruc- 
turing agreement will be needed to cover al- 
ready-rescheduled debts falling due in 1992. 

The swift success of negotiations with 
the 12-bank advisory committee for new 
money and a debt-reduction agreement is 
only partly due to the nearly total voluntari- 
ness of the financing request. REVIEW 
sources disclosed that another major factor 
was the banks’ and Manila’s shared belief 
that the package was needed to prevent a 
more serious foreign-exchange crisis. While 
the agreement has been applauded as “a 
better model than the Mexican one,” it was 
basically a May Day call for the banks to raise 
cash to cover the country’s foreign-exchange 
gap, which is now forecast to rise to US$1.4 
billion within two years. 

Central Bank governor Jose Fernandez 
managed to win over the government's 
Joint Executive-Legislative Foreign Debt 





Source: Central Bank of the Philippines 


Council by arguing that it must support the 
agreement because: "Our international re- 
serves are now at a critical level." The coun- 
try's international reserves, including gold, 
have more than halved from the February 
1987 peak of US$2.7 billion, to an end-July 
level of US$1.3 billion — only enough to 
pay for slightly more than a month's im- 
rts 


Some in Manila say that the monetary 
authorities move to push up interest rates 
by issuing high-yielding Treasury bills (from 
18.7% in July to the most recent level of 
26.5%), was taken to siphon off excess 
liquidity. This, it is said, is n to con- 
tain inflation which rose to 11.7% last 
month. If this is the theory, the strategy will 
probably not work, because recent inflation 
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has its roots not in too much money sloshing 
round the banking system, but rather in the 
higher prices commanded by commodities 
such as construction materials — the result 
of economic growth. 

A more likely explanation is that the Cen- 
tral Bank-imposed high interest rates in 
order to prevent a collapse of the peso. The 
currency has been under intense pressure 
because of the mounting trade and current 
account deficits. With a diminished level of 
international reserves — cash reserves 
amounted to only US$123.6 million at the 
end of June — the Central Bank no longer 
can afford to defend the peso simply by dol- 
lar-based intervention. It has therefore had 
to resort to driving up the cost of local 
money to make importing more expensive 
and holding dollars relatively less attractive. 

This strategy threatens the health of the 
economy. With annual GNP growth already 
slowing down — it was posted at 5.3% in 
the first six months, compared with 6.85% in 
the same period last year — the sudden 
jump in interest rates could tip the economy 
into recession. A 20% rate (the three years of 
growth had been predicated on a 10-15% 
prime rate) is considered by most bankers to 
be the highest that most local enterprises can 
live with. 


ith the cure threatening to be 
so damaging, diagnosing the 
roots of the disease demands 
great care. The deficits are due 
to several factors. First, the country's im- 
port-liberalisation programme — viewed by 
some as using a scattergun to deal with the 
few inefficient sectors shielded by import 
controls — allowed an influx of consumer 
imports which drilled a substantial hole in 
the balance of payments. Certain shopping 
areas in Manila have imports ranging from 
the latest comic books to the latest Mercedes 
Benz model. Most of this continues to be 
funded out of the kerb market. A World 
Bank study estimated that in 1987 recently 
liberalised imports cost US$1.1 billion, and 
accounted for 16.4% of total imports. 
Second, rising overseas interest rates 
have increased the debt-service burden. 
Central Bank figures show that interest pay- 
ments in the first half were about US$250 
million more than in the same period in 
1988. Foreign debt payments — interest 
charges and amortisation — for the first six 
months alone amounted to US$244 billion. 
But the most important factor are the 
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economy's structural flaws, which have 
existed since the 1950s. Then, during the 
country's first thrust towards industrialisa- 
tion, the attempt to set up "import-substitu- 
tion" industry led, ironically, to a massive 
import dependence for raw materials and 
equipment. This resulted in a major foreign- 
exchange crisis in the early 1960s. 

Export-oriented industrialisation started 
in the late 1960s, and the Marcos administra- 
tion carried it through quite successfully. 
But similarly, the result was an export- 
oriented sector which relied heavily on im- 
ports. The consequence became clear in 
1970, with the country's first debt crisis, 
when about US$250 million in Central Bank 
debts were rescheduled. 

Having had neither the time nor the vi- 
sion to restructure the economy, the Aquino 
administration has hardly touched the in- 
dustrial structure. So today, the Philippines' 


two largest manufactured exports, which 
account for about 40% of total exports, are 
heavily dependent on imported materials. 
Out of every US dollar earned by garment 
exports, 56 US cents goes to pay for im- 
ported materials. In semiconductors, the fig- 
ure rises to 75%. The result is a trading econ- 
omy which chases its tail: as exports ex- 
pand, so do imports, resulting in chronic 
trade deficits. While exports in the first half 
surged 15% to US$3.2 billion, imports ex- 
panded 31% to US$5 billion. 

The relatively high growth rates posted 
in the past three years ironically owed much 
to the steep recession that started in 1983. By 
1986, that recession had laid idle as much as 
two-thirds of the country’s industrial capa- 
city. In such a situation, classic Keynesian 
solutions are appropriate and effective: the 
new government stimulated growth by 
massive government spending and increas- 





AVIATION 


Prwate interests see profits in Garuda’s shake-up 


Uncharted skies 


By Adam Schwarz in Jakarta 


ndonesia’s state-owned airline Garuda 

Indonesia marked its 40th anniversary 

as the country’s main air carrier in Janu- 
ary by launching a glitzy public relations 
campaign. Since then, officials have been 
forced to focus on the future in response to 
rising pressure from a private sector eager 
for a bigger role in aviation. 

Determined to grab a larger share of 
booming Asian air traffic in the years ahead, 
Garuda will overhaul its ageing fleet and 
concentrate on international routes. Except 
for a handful of routes that connect with in- 
ternational flights, Garuda’s often loss-mak- 
ing domestic routes will be transferred to a 
Garuda subsidiary, Merpati Nusantara Air- 
lines, before 1992. 

Private Indonesian companies such as 
Bouraq and Mandala are clamouring for the 
chance to compete with Merpati, and other 
big private firms want to be cut into financ- 
ing Garuda's expansion programme. 

What inroads the private sector will be al- 
lowed is being hotly debated. For the pre- 
sent, Garuda is protected from would-be 
competitors at home, largely because of its 
role in economic development as the na- 
tional flag-carrier. This protection, at least on 
international routes, is likely to remain as 
long as Garuda can help the government 
achieve targets in areas outside aviation. 

One such area is tourism. Discounts on 
inbound tickets from Europe alone cost 
Garuda US$20 million a year, says Garuda's 
commercidl director Sunarjo, and the airline 
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spends another US$10 mil- 
lion on direct tourism pro- 
motion. To assist the national 
drive to expand non-oil ex- 
ports, Garuda gives Indone- 
sian companies cut rates on 
cargo shipments. Of the 
78,000 tonnes of interna- 
tional freight carried by 
Garuda last year, some two- 
thirds was carried at below 
market rates. 

To Garuda also falls the 
task of ferrying haj pilgrims 
to Mecca — 57,000 Indone- 
sians made the journey this 
year, tying up six aircraft 
for almost a month. And 
to bridge Indonesia's far-flung islands, 
Merpati is obliged to schedule flights on 
money-losing, low-traffic routes in remote 
areas. 

All these activities have hit the airline's 
bottom line. Although Garuda turned a pro- 
fit last year, one airline official put accumu- 
lated losses at about Rps 800 billion 
(US$449.4 million). Payments on Garuda's 
US$380 million debt, down from US$1.3 bil- 
lion five years ago, still strain cash flow. 
Salaries have lagged as a result. In August, a 
dozen Garuda pilots, who average a quarter 
of the salary their foreign counterparts earn, 
left for other regional carriers. Complaints 
about flight delays, lost reservations and 
poor service are on the rise. 

Garuda, under president Mohammed 
Suparno, has embarked on an ambitious 
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Habibie: decision soon. 


ing the minimum wage. Industry easily met 
the increased demand simply by reintro- 
ducing previously dormant capacity. How- 
ever, capacity utilisation has been pressing 
against its limits in the past 12 months, and 
Manila's figures for the first six months of 
1989 show a surge in spending on capital 
equipment, as industry stepped up its ef- 
forts to expand capacity. 

The import-based cycles of growth and 
decline of the Philippine economy in the 
post-war period correspond with consider- 
able accuracy to the rise and fall of Philippine 
presidents. Marcos managed to stay in 
power after the 1970 foreign-exchange crisis 
only by imposing martial law. Recent deve- 
lopments — including a fall in Aquino, 
popularity rating recorded in a recent UE 
— suggest she may not be able to break 
the mould of the Philippines' political econ- 
omy. Е 


modernisation programme that will gradu- 
ally replace the airline's overworked fleet, 
improve customer services and add new des- 
tinations such as Seoul (from 6 October) 
and Vancouver. Garuda needs to expand 
quickly to keep pace with Indonesia's export 

and an ed rise in tourist arrivals 
of 15% a year over the next five years. More 
than four out of five visit- 
ors to Indonesia arrive by 
air. 
Garuda's current fleet of 
73 aircraft comprises six 747s, 
six DC10s, nine A300s, 18 
DC9s and 34 F28s. In addi- 
tion, Garuda leases several 
aircraft. The costs of charter- 
ing aircraft is to re- 
duce Garuda's 1989 profit to 
below 1988's Rps 128 billion, 
though 1989 revenues are 
forecast to rise to more than 
Rps 3 trillion from Rps 1.86 
trillion last year. 

A. Garuda executive told 
the REVIEW that the airline 
plans to acquire more than 50 
aircraft over the next eight years. These in- 
clude six 747-400s with delivery from 1994, 
six MD11s with delivery from 1991, nine 
A330s with delivery from 1995-96, 12-15 
F100s with delivery from 1991 and 15 
737-300s, two of which arrived early this 
year. All new aircraft, at least over the 
next three to four years, will be leased 
rather than financed by Garuda to avoid 
pushing up the country's debt-service 
ratio. 

Most of the narrow bodied aircraft being 
phased out by Garuda will go to Merpati. 
The 15 F28s and two DC9s will be transfer- 
red to Merpati in 1989 and more are to follow 
next year. Private airlines, long held at bay 
by the government's desire to protect 
Garuda, are likely to be given more breath- 
ing room now that Garuda is destined to , 
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become primarily an international operator. 

On 5 September, Transport Minister 
Azwar Anas announced that the govern- 
ment was considering revoking a longstand- 
ing, if unwritten, policy which limited own- 
ership of jet engine aircraft to the state sec- 
tor. A final decision, which has to be ap- 
proved by Research and Technology Minis- 
ter B. J. Habibie, is expected in the near fu- 
ture. There are 18 private carriers in In- 
donesia, though only two — Bouraq and 
Mandala — operate scheduled flights. The 
rest are charter outfits and cargo shippers. 
Two other private airlines, Seulawah and 
Zamrud, went out of business during the 
1980s. 

"We asked for permission to buy jets for 
(^. first time in 1975 but we have always 
been turned down," said Moeljanto 
Djojomartono, a Bouraq vice-president. AI- 
though private operators are pleased that 
the government is showing signs of flexibil- 
ity, many questions remain. 

Anas said jets could be used only on 
flights longer than two hours, and only on 
domestic links. This will put private carriers 
at a disadvantage to Merpati which collects 
valuable foreign exchange on short cross- 
border flights, such as from Kupang in West 
Timor to Darwin or Balikpapan in Kaliman- 
tan to Brunei. 

Private operators such as Bouraq and 
Sempati are keen to run international flights 
to cities in the region not served by Garuda 
or Merpati, but industry sources do not ex- 
pect the government to agree in the 
near future. However, Sempati, 
owned 40% by the airforce and 60% 
by PT Humpuss and business tycoon 
Bob Hasan, is expected to receive 
approval to offer scheduled domes- 
tic flights. One industry analyst 


said Sempati may even be allowed +». 


to operate a few regional routes 
under a charter arrangement with 
Merpati. 


are among the lowest in the 

world. Private operators wonder 
if they can make a profit using 
jets with the present domestic 
air fares which are fixed by the 
government. “With current fare 
levels, no matter what routes 
the [private] domestic airlines are 
given, they will run a loss unless they can 


[= domestic air fares 


reach load factors exceeding 90%,” said , 


Sunarjo. 

Bouraq's Moeljanto said a profit would 
be impossible even if every seat was oc- 
cupied. “We need US$0.13 per passenger- 
seat mile to make a profit and we are only 
getting US$0.07 at present," he said. A gov- 
ernment team is reviewing domestic fares 
and some increase, perhaps up to 30%, is 
possible. But any increase has to be passed 
by a parliament still stung by the harsh 
reaction it faced following a 2576 increase 
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Garuda wants control of domestic purchases. 


in electricity rates passed earlier this 
year. 

The stance of Habibie, who also over- 
sees an aircraft manufacturing plant best 
known by its initials IPTN, is unknown, 
said Soelarto Hadisumarto, president of 
Bayu Indonesia Air and chairman of the In- 
donesia National Air Carriers Association 
(Inaca). 

Soelarto believes the government will 
review current fare levels and the present 
route structure imposed on private carriers. 
"But since there is a decree which says air- 
craft should not be imported into Indonesia 
if equivalent aircraft are made locally, the 
route structures may be readjusted so pri- 
vate carriers can more easily use IPTN 
airplanes,” he said. Industry analysts won- 
der how the private carriers will finance jet 
acquisitions, particularly since several of the 
larger operations have had credit problems 
in the past. The private operators would like 
to make their own deals but Garuda also has 
designs on the business. “All jet purchases 
should be organised by Garuda and then 
leased out to private operators,” said 
Sunarjo. “This would allow for centralised 
planning and Indonesia would get a better 
deal because of higher volumes.” This plan, 
in turn, may be superseded by a private leas- 
ing company set up this year to purchase six 
MD 11s for Garuda. 

Unlike the Boeing 737-300s which 
Garuda leased directly from the California- 
based International Leasing Finance Co. 
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(ПЕС), the government wanted the MD11s, 
for which Garuda owned purchase options, 
bought by a leasing company with at least 
50% Indonesian ownership. A consortium 
including Ireland-based Guinness Peat 
(50%), Aerowisata (30%), Bimantara Citra 
(10%) and Humpuss (10%) reached an 
agreement with Garuda in late August. 
Bimantara and Humpuss are widely diver- 
sified conglomerates controlled by sons of 
President Suharto. The deal, worth US$600 
million including engines, is to be financed 
with 20% equity and 80% debt capital. 
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Several industry sources familiar with 
the deal worry that the makeup of the con- 
sortium contains flaws which might affect 
aircraft purchases. The most obvious is the 
presence of Aerowisata, a wholly owned 
Garuda subsidiary, in the leasing consor- 
tium. "Either Aerowisata tried hard to get a 
good deal for the consortium or it tried hard 
to get a good deal for Garuda. It couldn't 
have done both," said one analyst. Biman- 
tara, which assembled the consortium, also 
acted as adviser to Garuda when terms of 
the lease were negotiated, according to Bob 
Hippy, head of business development for 
Bimantara. 


imantara, which acted as agent for 
ILFC in the 737-300 lease, also invited 
ILFC to join a consortium for leasing 
the MD11s. ПЕС declined, sources say, be- 
cause it was concerned that Garuda's minor- 
ity stake in the leasing company would leave 
the consortium members open to conflict of 
interest accusations. In addition, ILFC may 
be unable to join future leasing arrange- 
ments with Bimantara because US reg- 
ulators would look askance at ILFC throwing 
its lot in with Bimantara after Bimantara had 
previously established a partnership with 
ILFC's major competitor, Guinness Peat. 

An official at Garuda familiar with the 
MD11 lease said that Anas is unhappy with 
the terms of the lease and that only one leas- 
ing proposal was put forward. The terms of 
the lease, which have not been disclosed, 
are believed to include an eight-year 
term with a purchase option after 
three years. The worry is that the 
monthly lease payments have not 
been fixed, according to the Garuda 
official. 

The payments will be calculated 
on an aircraft price to be determined 
at the time of delivery with interest 
equal to LIBOR plus an unspecified 
premium. "We haven't fixed the 
terms of the lease because new 
technologies may emerge before the 
planes are delivered which will affect 
the total price," said Hippy. One in- 
dustry source predicted Anas may 
try to reopen bidding on the MD11 
financing. But since Garuda has al- 
ready signed over its MD11 purchase 
options to the consortium, there ap- 
pears to be little room for the minister 
to manoeuvre. 

Sources indicate that Anas does not want 
future aircraft acquisitions in Garuda's ex- 
pansion p e, worth an estimated 
US$2.6 billion, to be handled solely by the 
MD11 consortium. A senior Bimantara offi- 
cial said the MD11 leasing company would 
disband once the aircraft were delivered and 
that all international aircraft leasing com- 
panies would be free to bid on future orders. 
A Garuda executive said that in the future 
Garuda was likely to acquire aircraft by leas- 
ing and direct financing. A ж 
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INVESTMENT 


Toyota unveils Asean car components scheme 


Part exchange 


By Charles Smith in Tokyo - 


oyota Motor Co., the laggard among 
} Japanese car manufacturers where 


overseas operations are concerned, 
has announced what looks like the boldest 
scheme yet to integrate components manu- 
facture in Asean. 

Toyota plans to produce about US$100 
million a year of components in four Asean 
countries — Indonesia, Thailand, Malaysia 
and the Philippines — where it has or hopes 
soon to have car-assembly operations. Plan- 
ned investment will be up to ¥30 billion 
(US$215 million). 

Components produced in one will be 
shipped to the others, taking advantage of 
the car-parts complementation agreement 
signed by Asean members in October 1988 
(REVIEW, 10 Nov. '88). The agreement pro- 
vides for a halving of tariffs on intra-regional 
trade in components between units of the 
same manufacturer. Toyota also hopes to 
export about 20% of its Asean components 
output, mostly to Japan. 

Output of transmissions in the Philip- 
pines, one of the four complementation pro- 
jects, will be only about half as many as at 
a comparable plant in Japan, but Tomoji 
Komatsu, who is drafting Toyota's Asean 
plan, says wage levels and exchange rate 
differentials should cut costs enough to 
compensate for the difference in scale. 
Toyota says it is confident of matching inter- 
national quality standards at its Asean ven- 
tures, despite having not chosen its venture 
partners in three of the countries. 

In Thailand Toyota has set up Siam 
Toyota Manufacturing Co. (STMC) which al- 
ready produces diesel engines. STMC, which 
began in July, will eventually produce 80- 
100,000 engines a year, of which 30-40,000 
will be exported. The company has already 
shipped some engines to a Toyota affiliate in 
Portugal but has yet to ship to Asean coun- 
tries. 

When Asean announced its car com- 
plementation plan last year, Toyota execu- 
tives were initially sceptical. However, 
Toyota has decided that the scheme is worth 
a try, despite the complicated juggling 
needed to match operations in one Asean 
member to the component-importing needs 
of another. One reason for the change of 
heart could be the company's optimistic as- 
sessment of the regional market. Asean veh- 
idle sales were around 440,000 units last 
year, but Komatsu thinks this will rise to 
600-700,000 units by 1994. 

Apart ‘from believing the region's car 
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market is poised to "take off," Toyota also 
seems to have decided that the Philippines 
has good prospects as a market and produc- 
tion base. Toyota withdrew from the Philip- 
pines after a local affiliate went bankrupt five 
years ago, but in January 1989 began a joint 
venture, Toyota Motor Philippines Corp., to 
assemble passenger cars. 

A third reason for Toyota's change of 
heart is that Indonesia is likely to participate 
in the Asean scheme, despite Jakarta's initial 
preference for a go-it-alone strategy for its 
motor industry. Toyota built 42,000 four- 
wheel drive vehicles in Indonesia in 1988, 
making it the company's most important 
Asean production base next to Thailand, 
where in 1988 it assembled 40,000 vehicles. 

Komatsu thinks that Indonesia is ready 
to allow import under the complementation 
scheme of Philippine transmissions and 
Malaysian steering gears provided it can ex- 
port the petrol engines Toyota produces lo- 
cally for the Kijang (an Indonesian version of 
the Toyota utility vehicle). 

In Indonesia, as elsewhere, imports of 
components from the other three Asean 


Toyota's Asean venture 


pattern of demand differ sharply in each 
countries. Toyota’s estimated 1989 produc- 
tion in the four countries is about 125,000 
units — 50,000 vehicles each in Indonesia 
and Thailand, leaving only 25,000 between 
Malaysia and the Philippines. 

Another problem is that production in 
each of the company’s two main markets fo- 
cuses on a single model — the Hilux diesel- 
powered van in Thailand and the Kijang in 
Indonesia — whereas in Malaysia and the 
Philippines the emphasis is on passenger 
cars. Because the size and composition of 
the markets vary greatly, Komatsu thinks it 
may be hard to devise a way which gives 
each country about equal advantage. Toyota 
has to solve this headache before com. 
plementary production reaches its NS 
level in 1992. 

Although Toyota has decided to bet 
heavily on Asean complementation, other 
car makers have a head start. Mitsubishi 
Motors Corp., the third-ranking Japanese 
vehicle maker, for several years has been 
shipping Philippine-made transmissions to 
MMC Sittipol Corp., its 48%-owned car and 
truck assembler in Bangkok, which in turn 
exports cars to Canada. Mitsubishi also 
ships steering systems from Malaysia to its 
Philippines assembly operation. 

These two examples of intra-Asean 
components shipping parallel the Toyota 
plan. But Toyota executives boast that 
their scheme is a fuller type of complemen- 
tarity since each of the four countries 





How car parts will be complemented among member nations 


Diesel engines 
Stamped parts 
Electrical equipment 
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Steering gears 


countries will replace shipments from 
Japan. These imports will be assigned 
domestic status for the purposes of deter- 
mining local-content ratios. This is impor- 
tant because all four Asean countries impose 
punitive tariffs on import kits that do not 
meet local-content rules — 100% in In- 
donesia, 112% in Thailand, 40% in Malaysia 
and 30% in the Philippines. 

According to Komatsu, a problem with 
devising a parts-production scheme for 
Asean is that Toyota's production and the 
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>} Petrol engines 
Stamped parts 


Source: Toyota 


chosen will be shipping parts to each other. 

Nissan Motor Co., the second-ranking 
Japanese car maker, plans sales of "several 
hundred million yen" from a complementa- 
tion scheme which includes making diesel 
engines in Thailand as well as other parts in 
the Philippines, machining parts in In- 
donesia and making accessories in 
Malaysia. If all three car makers do imple- 
ment their plans, Toyota’s forecast that the 
region's car-parts industry is “on the verge 
of take-off” may be self-fulfilling. L] 
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INVISIBLE HAND 


Life on the margins 


n 20 September, Japanese Prime 

Minister Toshiki Kaifu will take his 

turn to hear what British Prime 

Minister Margaret Thatcher has to 

say on the subject of foreign seats on the 

Tokyo Stock Exchange (TSE). He will receive 

the same message his predecessor, Sosuke 

Uno, was given at the Paris summit in July: 

E membership, please, for stockbrokers 

ays de Zoete Wedd (BZw) and James 
Capel — and be quick about it. 

She should save her breath. Since July, 
the TSE has indicated that a few new mem- 
bers may be squeezed in, perhaps by early 
1990. Even if they do not meet that deadline, 
there are bigger fish to fry than a couple of 
stockmarket memberships. Japan is poised 
to open a chink in its pension-fund and in- 
vestment-trust industries, now worth ¥87 
trillion (US$591 billion). Thatcher would use 
her time better prising open these areas. 

Fund management has to be more profit- 
able to British interests than a couple of 
brokerages. Well over half the foreign sec- 
urities firms in Tokyo made losses in the six 
months to March, including BZw and Capel. 
Another broker denied a seat in the last ex- 
pansion, Chase Manhattan Securities, now 
says it does not want one because it would 
be too expensive. The competitive advan- 
tage enjoyed by foreign fund managers, the 
British in particular, is much clearer than for 
brokers. British fund managers have been 
looking after other people's foreign invest- 
ments for 150 years, compared with less 
than 15 years for Japanese fund managers. 

Thatcher should extract from the Japan- 
ese Government a commitment to open up 
investment-trust management by the end of 
the year. She would be pushing on an un- 
locked door, because the Finance Ministry is 
currently drafting new guidelines for trust- 
management licences. Pension funds are 
more tricky, because legislation to end a 
duopoly on the administration of pensions 
is waiting for a parliamentary vote and the 
bill contains controversial proposals to raise 
the pensionable age. 

These are lucrative areas of Japan's finan- 
cial markets which can be prised open. But 
fund management is perhaps the last citadel 
of Japanese finance that can be stormed this 
way. Once conquered, foreign institutions 
are likely to find that Tokyo is still far from 
being an international centre on a par with 
London and New York. 

For Japan to be seen as such, foreign fi- 
nancial institutions would need to be as vig- 
orous and successful as are domestic ones. 
They are not. Foreign banks in Japan, for 
example, held ¥13.6 trillion worth of assets 
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as of June, a niggardly 2.2% of those held by 
Japanese banks, down from 3.7?6 at end- 
1984. Recurring profits have fallen steadily 
since 1980. In 1988, 34 of the 83 foreign 
banks were in the red. At least foreign sec- 
urities houses have the excuse that most 
only started in Tokyo recently. Some foreign 
banks have been in Japan for 100 years. 
They cannot be accused of “not trying 
hard enough." It reflects the greater oppor- 
tunities outside Japan than within. Foreign 
securities firms have made a little more 
headway than the banks, but only three or 
four firms can say that they have gained 
more than a foothold. The 22 foreign TSE 
members now broker just over 5% of all 
stocks traded on the exchange. The Japan- 
ese Big Four security houses — Nomura, 
Daiwa, Nikko and Yamaichi — by contrast 


account for up to twice that share of the New 
York Stock Exchange, as well as perhaps 
20% of all long-term US government bond 
trading there. 

Japan's government bond market was 
liberalised in October 1988, giving foreign 


underwriters an 8% share of each bond of- 
fering compared with 2.3% before the 
change. An auction system was introduced 
in April. These reforms were enough to per- 
suade the US Federal Reserve in August to 
allow the Big Four to keep their primary 
dealerships in US Treasury bonds, but with 
the proviso that more market-opening 
would be needed. The US Congress had 
threatened to take away those dealerships if 
Japan did not give US firms "the same com- 
petitive opportunities." 

Further liberalisation of this sort is not 
going to help a great deal. It was the money- 
market reform of November 1988 which re- 
moved the valuable niche foreign banks had 
enjoyed in the uncollateralised call market. 
Cuts in brokerage commissions have hit the 
foreign securities firms harder than local 
ones, because the former are more depen- 
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dent on large-lot orders from institutions 
and commission cuts are heavier at this end 
of the market. 

If the US pushes harder for further re- 
forms, they are likely to have less support | 
from Britain. London has gained most from 
Tokyo's reluctance fully to deregulate finan- 
cial markets. Government controls, particu- 
larly on the corporate bond market, have 
forced issuers and their underwriters to go 
to the Euromarkets. Britain is not going to 
pressure Japan to remove those regulations 
if it were to mean that much of the business 
done in London returned to Tokyo. 

As Japanese financial deregulation con- 
tinues, it will become clearer that it is “struc- 
tural" impediments that ultimately keep for- 
eign financial institutions on the fringes of 
Tokyo's markets. These are the sorts of bar- 
riers which the US is discussing with Japan, 
having shifted from an industry-by-industry 
approach to trade liberalisation. 

The Big Four securities houses account 
for more than 40% of the turnover on the TSE 
and 80% of corporate underwriting. This is 
the source of their aggressive strength over- 
seas. But if commission rates were negoti- 
able, they would probably be the last firms 
to suffer. The smaller brokerages would fail 
and most foreign firms would make bigger 
losses than now. Were Japanese banks to be 
allowed to compete directly with these sec- 
urities firms, the net result would probably 
leave the foreign securities companies 
where they are now: on the margin. 

The same goes for the banks. Long-term 
relationships make it hard for foreign in- 
stitutions to break into a banking market in 
any country. But it is doubly difficult in 
Japan, for structural reasons. The largest 
banks form the core of the Keiretsu indus- 
trial groupings tied together by interlocking 
shareholdings. US banks are forbidden from 
acquiring shares in other companies. Does 
that mean Japanese banks should also be 
prevented from doing so, to make the play- 
ing field more level? 

The reason Japanese financial institu- 
tions have such a major presence abroad, 
while foreign ones are insignificant in Japan, 
is the country’s huge current-account 
surplus. The easy liquidity has kept interest 
rates — thus the cost of capital — low and 
enabled the Japanese banks to tolerate 
smaller profit margins than their overseas 
competitors. They and the Japanese brokers 
have been swept to prominence abroad by 
the massive outflow of capital. Until the ex- 
ternal surplus drops, foreign moneymen 
will just have to grit their teeth and hang in 
there. и Nigel Holloway 
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Whether it is video cameras, CD 
players or complete mainframe com- 
puters our sophisticated transport sys- 
tems combined with our worldwide 
'EDP' and communications offer great 
advantages. 

The co-ordination of the best possible 
combination of transport connections 
by land and sea, and the provision of 
fast, correct information and documen- 
tation is assured. 

Your goods are transported to your re- 
quirements with the shortest transit 
times available. They are delivered on 


time, saving money, storage space — 
time and worry. 

The guarantee of experience and com- 
mitments is there every time you ship 
with Hapag-Lloyd. We serve 140 ports 
in 18 trades worldwide, direct on time 
and reliable services. We offer 17 differ- 
ent types of containers ensuring the 
ideal equipment for your cargo. Wher- 
ever you require containers we deliver. 
With more than 500 freight/sales of- 
fices, our experts are always on hand. If 
required we will work round the clock to 
ensure smooth delivery of your cargo. 


_ иг Software Delivers 


our Hardware Directly 
To Its Destination. 
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Whether you're in textiles 
or trucking, developing infor- 
mation systems which truly con- 
tribute to your company's 
success often requires software 
solutions tailored to the unique 
requirements of your business. 
Or, at the very least, making 
some major modifications to 
existing *off the shelf" or "third 
party" programs. 

Our commitment to widely 
accepted, open industry stan- 
dards frees our customer to 
choose the information system 
that can do the job best. 

And, our commitment to add- 
ing value through state-of-the- 
art development tools is what 
makes us confident that an NCR 
product can fit the bill. 

Our objective is to facilitate 


either custom software develop- 


he textile industry 
^ yard. 


ment or the modification of 
available applications. That is 
why we build in a wide range of 
database management systems, 
development tools, networking 
products and fourth generation 
languages. They free you to con- 
centrate your talents on getting 
the result you need. 

And we make these commit- 
ments not just because we know 


we're competitive. But because 


we know you are too. 
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Creating value 


Delta, 
Foreign Exchange 
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No other airline gives you as much as Delta. The customs and immigration facility is de- 
Delta flies nonstop from Seoul and Tokyo to signed to speed you on your way, faster than at 
Portland, Oregon. We have thru-flights from Taipei most other West Coast gateways. And Delta profes- 

to Portland. Plus convenient round-trip service sionals are at every gate, ready to help. 

between Taipei and Seoul. Together, Delta and The Delta Connection" 
Along the way, we'll treat you to Delta s award- reach more than 250 cities worldwide. With over 

winning personal service. With multilingual Flight 3,900 flights a day. That's more than any other 


Attendants and Wide-Ridé TriStar comfort. airline system. 
In America, our Portland gateway is an easy So next trip, fly Delta. When you add it all up, 
connecting point. it’s a valuable exchange. 
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DELIA AIR LIN. 
MéLoveloHyAndlt Shows: 


Contact Delta's Reservations Office. Tokyo: Tel: 213-8781. Osaka: Tel: 243-2525. Nagoya: Tel: 561-6161. Okinawa: Tel: 61-9696. 
Guam: Tel: 477-8843. Sydney: Tel: 262-1777. Seoul: Tel: 754-1921. Taipei: Tel: 551-3656. Manila: Tel: 859-215/816-1126. Hong Kong:, 
Tel: 265-875. Jakarta: Tel: 310-1351 or 310-1412. Kuala Lumpur: Tel: 232-4700. Auckland: Tel: 793-370. Singapore: Tel: 337-1730* 
or 337-1731. Bangkok: Tel: 233-0566. Bombay: Tel: 244-068. 

Delta Connection flights operate with Delta flight numbers 2000-5999, ©1989 Delta Air Lines, Inc. 
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The thinking man's computer 


f you are one of those people who 

wince at the casual attitude of the 

operators on airport baggage checkers, 

be patient. A new and more thorough 
bomb detector is on its way. 

The system works by zapping your bags 
with neutrons (safer than X-rays) which 
causes their contents to emit tiny amounts 
of gamma rays. Individual items such as 
clothing, metals and explosive materials all 
have distinctive emission patterns, enabling 
them to be identified. 

The system, which went into field testing 
at New York's John F. Kennedy Interna- 
tional Airport earlier this year, is made by 
Science Applications International, a small 
Silicon Valley-based start-up. What makes 
the system notable is that it is perhaps the 
most dramatic demonstration of the poten- 
tial usefulness of neural networks. 

These are a new and radically different 
approach to computing. Neural networks 
have been described as a cross between a 
computer person's idea of the human nerv- 
ous system and a neurophysiologist's idea 
of a computer. 

Neural networks differ from conven- 
tional computers in that, instead of being 
split into two separate parts — a processor 
plus memory — they consist of a matrix of 
processing elements tied together by a mass 
of connections. The name comes from the 
fact that this seems to be how — albeit in a 
vastly more complex fashion — the brain's 
neurons process input from our sensory or- 
gans. 

Processors receive electronic inputs from 
elsewhere in the network. When the com- 
bined strength of the inputs crosses a certain 
threshold, the artificial neuron "fires," send- 
ing signals to other units. 

What makes neural networks attractive is 
that they do not require to be programmed. 
Instead, they can be taught (by judicious use 
of feedback) to recognise patterns — like 
gamma ray emissions or, in another early 
application, signatures on bank cheques — 
and make sense of vast amounts of data. 

This learning ability has over the past 
two years made neural networks one of the 
hottest topics in computer research. It has 
also led to the unusual spectacle of scalpel- 
brandishing computer scientists scurrying 
off to the biology lab to dissect squids and 
slugs, both of which have conveniently 
large neurons for them to play with. 

Last August, the Pentagon's Defence 
Advanced Research Projects Agency 
(Darpa) — which over the past 30 years has 
been respansible for funding much of the 
most significant basic research in the com- 
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puter field — set the official seal on neural 
networks by proposing to spend US$390 
million over eight years on investigating 
their potential. Jasper Lupo, deputy director 
of the agency's tactical technology office, 
was particularly gung-ho over neurals, 
going so far as to describe them as a more 
important technology than the atom bomb. 

Darpa is interested in applying the pat- 
tern-recognition abilities of neural networks 
to such specialised tasks as satellite-based 
surveillance and the interpretation of radar 
images. Others have more down-to-earth 
applications in mind. 

Japanese companies have been quick to 
appreciate the potential commercial signifi- 
cance of neural networks. But whereas in 
the US most of the firms readying neural 
network-based products are tiny start-ups, 
in Japan, they are without exception giant 
conglomerates. 

Wherever Darpa goes, Japan's Ministry 
of International Trade and Industry will 
surely follow. In addition to the work going 
on within individual companies, there is 





Miti: in Darpa's footsteps. 


also the inevitable government-sponsored 
research project. Announced last autumn, 
the project will cost Japanese taxpayers 
slightly more than US$200 million over the 
next eight years. 

But while the project slowly gathers 
momentum, the companies are not exactly 
letting the grass grow under their feet. 
Scarcely a week passes without some an- 
nouncement of a new neural network-re- 
lated breakthrough or product. 

Last year, products tended to fall into 
two categories. They were either software 
simulators — programmes pretending to be 
real neural networks running on conven- 
tional computers — or hardware accelerator 
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boards to help the software run faster. 

This year has seen the emergence of the 
first hardware specifically built to configure 
neural networks. At a conference in Wash- 
ington in July, no fewer than 10 companies 
— including big names such as Intel — dem- 
onstrated neurochips. Last month, Fujitsu 
became the first Japanese company to come 
out with a neurochip. 

The company claims that the general- 
purpose chips will be just what the doctor 
ordered for robots. Much of the cost of in- 
stalling robots lies in teaching them what to 
do. Since they do not require to be prepro- 
grammed, neurochips chips should allow 
big reductions in initial overheads. 

In addition to the factory floor, neural 
nets are also being enthusiastically wel- 
comed in dealing rooms. Hitachi is readying 
a neural network-based "hot stock" picker 
for commercial introduction this autumn. 
With each of the Tokyo Stock Exchange's 
1,500-odd listings assigned its own artificial 
neuron, the system aims to choose the five 
stocks offering the best possible return for 
the least possible risk at any given moment. 

Fujitsu is working with Nikko Securities 
on a 100,000-neuron simulator for rating 
bonds and predicting trends in stock prices 
and foreign exchange rates. In tests, the sys- 
tem agreed over 90% of the time with ratings 
issued by specialist organisations. It is sche- 
duled to go into operation at the broker's 
Tokyo headquarters this month. 

Undoubtedly the most popular applica- 
tion thus far for neural networks in Japan — 
and potentially the largest market — is rec- 
ognition of handwritten and printed charac- 
ters. At the end of last year, Toshiba showed 
a prototype reader that it claimed was capa- 
ble of more than 99% accuracy. 

In January, NEC announced a software 
simulator with similar capabilities. Most re- 
cently — at the end of July — Mitsubishi 
Electric demonstrated a so-called optical 
neurocomputer based on arrays of light- 
emitting diodes and photo-detectors that 
the company claimed could recognise the 26 
letters of the alphabet. 

Mitsubishi's machine looks like a pro- 
totype should, complete with wires spilling 
out of its innards like spaghetti. Scaling 
down such a monster to fit on a desktop will 
be a challenging task for the company's en- 
gineers. Tougher challenges face scientists 
attempting to build neurocomputers capa- 
ble of more than single applications. In at- 
tempting to build machines that think like 
we do, they have come to realise how little 
we know about how our brains actually 
think. п Bob Johnstone 
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Vaste management firms hope for bonanza as Asia ’s NICs clean up their act 





By Carl Goldstein in Hongkong, Taipei 
and Tokyo 


ome of Asia's most dynamic 

economies are beset with growing 

mountains of industrial wastes and 

garbage. While this is a major threat 
to the environment, it also contains the 
seeds of the region's newest growth indus- 
try: waste management. 

The ability to get cash from trash prom- 
ises to give Western and Japanese com- 
panies a big piece of the estimated US$5 
billion the governments of Hongkong, 
Taiwan, and South Korea are preparing to 
spend on waste disposal during the next five 
years. 

While many Asian countries are facing 
critical environmental problems, the biggest 
commercial bonanza will come in these 
three newly industrialised countries (NICs). 
All the conditions that will force action 
sooner, rather than later, are there: badly 
polluted waters and air, rising public anger 
over years of government neglect, and 
perhaps most important, ample public 
treasuries to pay the bill for the clean-up. 

Finally, there is the simple fact that waste 
output increases proportionally to GNP 
growth. Taiwan, South Korea, and Hong- 
kong have each racked up average annual 
growth rates of 8-10% over the past two dec- 
ades, bringing their per capita garbage out- 
put rates close to the 1-2 kg a day level of de- 
veloped nations. This rapid increase in 
household and industrial waste has far out- 
stripped the handling capacity of existing 
disposal facilities. 

While Singapore has enjoyed an equally 
impressive economic track record, it has not 
aroused the same degree of interest among 
foreign waste management companies. Not 
only is the city-state a much smaller market, 
but most of its waste disposal facilities are 
owned and operated by the Ministry of the 
Environment, which is not notably in- 


terested in enlisting outside assistance — . 


save equipment supply contracts. 

Among the other three NICs, the regulat- 
ory framework that ought to ensure en- 
vironmentally safe waste disposal is also 
sadly deficient, as governments have kept 
their eyes firmly fixed on the imperatives of 
economic development. Only recently has 
this situation begun to change. Hongkong, 
in an effort to enhance environmental pro- 
tection’s role in the planning process, inau- 
gurated on 1 September a new Planning En- 


Dach from trash 


vironment and Lands Branch. Taiwan in 
1987 established the cabinet-level Environ- 
mental Protection Administration to replace 
an earlier department in the Ministry of 
Health. South Korea still limps along with a 
weak Environment Administration that 
finds itself overwhelmed by the scale of the 
problem. 

But much remains to be done. Enforce- 
ment remains patchy. Even now, most fac- 
tories in the region simply dump their 
wastes into the nearest body of water. Of all 
waste disposal methods, this is by far the 
cheapest — at least in the short term. As a re- 
sult, there is no home-grown Asian waste 
management industry. "We do not have 
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any local companies which are qualified to 
handle these materials, so we expect many 
foreign companies will come in to help us 
out,” said Yuan Shau-ying of the Taiwan 
Environmental Protection Administration's 
(EPA) solid waste control bureau. 

The same is true in Hongkong. Thus, 
Hongkong officialdom is committed to giv- 
ing the private sector — which will neces- 
sarily mean foreign companies — the lead- 
ing role in building and operating an ambiti- 
ous network of refuse transfer stations (in- 
termediate compaction facilities between 
collection and ultimate disposal), and land- 
fills. Given the British territory's relatively 
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transparent bidding system, the absence of 
domestic competition, and stringent con- 
tract conditions, European and US com- 
panies have reasonable expectations of good 
business opportunities in the territory. So 
far the Japanese have bypassed Hongkong. 

The urge to harness foreign assistance is 
sparking a high stakes competition among 
companies with the modern scientific and 
management expertise to handle solid and 
toxic wastes. Some are equipment 
suppliers. These firms offer incinerators 
with the latest in furnace and emission 
control technology, plus waste-to-energy 
power generation systems. Others are full- 
service waste management firms. Their 
specialisation is to operate fleets of privately 
owned garbage collection trucks, refuse 
transfer stations, sanitary landfills, and 
hazardous waste incinerators. 

A handful of leading US firms like Il- 
linois-based Waste Management Inc. (WMI) 
and Browning-Ferris Industries (BFI) of 
Houston, have been quickest off the mark to 
get their piece of the action. Other estab- 
lished firms from Britain, continental 
Europe and Australia are also bidding for 
projects in Hongkong and Taiwan. 

The lure of this new business is also at- 
tracting industrial powers like chemical 
maker Dupont, engineering giant Bechtel, 
and diversified electrical equipment-maker 
Westinghouse. These three firms along with 
many others are looking to make their mark 
in a variety of Asian waste management and 
pollution control-related fields. 


estern companies are finding, 
however, that business oppor- 
tunities do not necessarily 
translate easily into big con- 
tracts. Particularly in Taiwan, Japanese 
equipment suppliers have made a good start 
on grabbing the juiciest contracts on the 
strength of rock-bottom bids and, at least to 
hear their competitors tell it, arrangements 
among themselves to assure each major 
player a piece of the action. 

Takuma, a leading, Osaka-based man- 
ufacturer of industrial boilers, incinerators, 
and water treatment plants, won a NT$900 
million (US$35.6 million) contract for 
Taiwan's first incinerator and waste-to- 
energy plant. Construction began last year 
on the 900 tonnes-a-day plant, located in the 
Taipei suburb of Neihu, which will also gen- 
erate 6,000 kW of electricity. — . 

For the second project, now in the bid- 
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ding process, a NT$3 billion 1,500 tonnes-a- 
day plant in Mucha, only Japanese firms 
made it past the pre-qualification stage, 
causing much gnashing of teeth among US 
and European firms. "Price competition has 
been very stiff; some of the Japanese bids 
were unbelievably low,” said Paul 5, C. 
Hwang, vice-president of Sinotech En- 
gineering Consultants, which is overseeing 
the project design and bidding process for 
the Taipei City Government. To add to their 
European and US competitors' frustration, 
most of the Japanese companies involved in 
this field — including Mitsubishi Heavy In- 
dustries (MHI), NKK, and Hitachi Zosen — 
are supplying systems based on technology 
licensed from European firms. MHI undercut 
a competing bid from Deutsche Babcock by 
some 50% to grab the US$239 million equip- 
ment supply contract for Singapore's third 
incinerator, a huge 3,300 tonnes-a-day plant. 

The stakes are high: Taiwan plans to 
build 12 solid waste incinerators over the 
next five years, not counting additional toxic 
waste disposal facilities also on the drawing 
boards, and a further 11 by the year 2000, ac- 
cording to current plans. It is commonly 
thought that the companies 
that get the early contracts will 
be in the strongest position to 
land later projects as well. 

The big disadvantage facing 
Japanese companies in waste 
management, as opposed to 
equipment supply, is their lack 
of large-scale experience. Japan 
has more than 30,000 com- 
panies involved in the waste 
collection or disposal business 
in one fashion or another, but 
at least 80% are one-truck 
mom-and-pop firms, according 
to Haruo Matsumura, director 
of the Japan Industrial Waste 
Technology Centre in Tokyo. 
Only 433 are classified as integ- 
rated waste management com- 
panies. The largest among 
these had revenues in 1987 of 
only #6 billion (US$41.6 mil- 
lion), the second ranking firm had ¥3.9 bil- 
lion, and the rest dropped off sharply from 
there. None has any overseas operating ex- 
perience. 

By contrast, the two largest US firms — 
WMI and BFI — had 1988 sales of US$3.56 bil- 
lion and US$2.07 billion respectively. Each 
company has grown rapidly in recent years 
through acquisitions. Now they are moving 
aggressively to build up their international 
operations, particularly in Asia. WMI three 
years ago established one joint venture in 
Tokyo with Nippon Steel and Mitsubishi 
Corp. More recently, it set up another unit, 
Nippon Medical Waste, with Mitsubishi. 
Despite such muscular local partners, how- 
ever, both ventures have found it difficult 
to penetrate the Japanese waste manage- 
ment market' — not the first and certainly 
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not the last time this tale has been told. 

WMI is also one of two companies still in 
the running to build Hongkong's Chemical 
Waste Treatment Centre, a toxic waste in- 
cinerator and disposal facility on Tsing Yi Is- 
land in Hongkong harbour. The other is 
Leighton Contractors of Australia in con- 
junction with Chemcontrol of Belgium. BFI 
joined forces with the Swire Group to land a 
HK$130 million (US$16.7 million) contract to 
build and operate Hongkong's first refuse 
transfer station in Kowloon Bay, beating out 
WMI. 


FI has wider ambitions, not only for 

other transfer stations and landfill 

projects in Hongkong, but else- 

where as well. “We feel that by de- 

monstrating our ability to run a sophisti- 

cated operation here, we can make Hong- 

kong a platform to build on throughout the 

region," said Lionel Krieger, general man- 

ager of Swire BFI Waste Services. He said 

Taiwan appeared to offer the most im- 

mediate opportunities, but that South Korea 
was "showing signs of interest as well." 

A key issue that governments will have 


to address is how to set the price of admis- 
sion for companies looking to get into Asian 
waste management. “The conditions must 
be tough enough to warrant profes- 
sionalism," said Krieger, an opinion also 
shared by a wide range of industry 
specialists and consultants. 

Communities across the US and Europe 
have been plagued by midnight dumpers, 
often mob-connected trucking firms that 
land cut-rate contracts with companies or 
local governments to dispose of industrial or 
other wastes — and then tip it over the 
nearest ravine or river bank. 

Avoiding a repetition of this in Asia will 
require tenders for waste disposal or man- 
agement contracts to be structured to allow 
in only firms with appropriate experience. 
Additional conditions could set minimum 
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capital levels, make all contracts long term 
— to discourage people looking for a quick 
killing — and stiff non-performance penal- 
ties. 

So far Hongkong appears to be taking 
this lesson to heart. It remains to be seen 
how Taiwan and South Korea will deal with 
politically influential local interests who may 
resent foreign companies getting contracts 
in this burgeoning new field. 

A big part of the problem facing govern- 
ments is simply that there is so much waste 
being produced — and it is building up ata 
rate that has outstripped their ability to deal 
with it. Even a quick look at the statistics 
gives an inkling of the scale of the problem. 


Hongkong's 5.7 million people and 50,000 


factories produce some 22,500 tonnes of 
waste a day, including household and in- 
dustrial wastes. By 2001 this is expected to 
grow to 30,000 tonnes. 

In Taiwan, 20 million people produce 
17,200 tonnes of household waste alone. 
The government does not even know how 
much industrial waste, including highly 
toxic chemicals, is being churned out — it- 
self a measure of the problem — and then 

dumped into the waters and 
р soil by the island's more than 
3 90,000 factories. 

The question each local or 
central government has to 
answer is: what do you do 
with so much waste? The 
answer basically comes down 
to burn, bury or recycle. It 
is invariably cheaper to bury 
non-toxc waste in landfills, 
rather than burn it. But land- 
fills must be properly con- 
structed and managed, other- 
wise rain water, mingled with 
wet wastes, leaches into the 
adjoining water table, with 
potentially ^ dangerous ef- 
fects on the health of people 
in surrounding communities. 
Whole sites must be lined with 
impermeable layers of clay, 
plastic sheeting and, some- 

times, composite materials to prevent this. 

An associated problem is the generation 
of methane gas, which comes with the de- 
gradation of organic materials. This is par- 
ticularly a problem in Asia, where house- 
hold waste is typically twice as wet as that in 
the US or Europe because of the lack of 
home garbage disposals, plus the Asian pre- 
ference for wet-market live or fresh-killed 
animals over pre-cut and wrapped super- 
market goods. 

If gas is not safely vented — or used to 
generate electric power — through specially 
constructed pipes, the gas may escape into 
the water table. It is also flammable, and 
under certain circumstances, explosive. 
Taipei's notorious Garbage Mountain, a 
landfill in suburban Neihu, burned for years 
before the authorities finally closed the un- 
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sightly, 60-m tall heap. It now sits dormant, 
a green-covered mound just off a main com- 
muter road, while the city battles the land- 
owners who want their land back — with- 
out garbage. 

Asia's garbage mountains have thus 
given landfilling a bad name. As a result, 
governments' have extreme difficulty in ob- 
taining land and local authorities’ coopera- 
tion to build new, environmentally safe 
models. 

This has led to increased interest in incin- 
eration: modern, hi-tech models promise — 
perhaps even over-promise — clean burn- 
ing and, best of all, 90-95% volume reduc- 
tion of many household, industrial and 

ommercial wastes (non-combustibles like 
glass and metal excepted). 

Incinerators are also trying to outgrow a 
dirty image: older models belched black 
smoke and foul odours into the atmosphere. 
Understandably, nearby communities are 
not keen to see new ones put up. But the 
technology has come a long way: among the 
common features are special enclosed recep- 
tion bays with low air pressure, to prevent 
odour and dust from escaping; more effi- 
cient electrostatic precipitators to remove 
dust and gas scrubbers; and improved fur- 
nace design, which brings about more com- 
plete combustion and the easier removal of 
non-combustibles. 


ut the technology is still not perfect. 

Some emission control devices will 
B remove solid, visible materials 

from the gas flue, but are not yet 
capable of ensuring 100% elimination of 
dangerous gases. Most troubling is the re- 
lease of highly toxic polychloryl biphenyls 
(PCBs) and dioxins when certain materials, 
such as batteries, that should not have been 
placed in the solid waste stream to begin 
with, are burned. 

Some experts warn of the dangers of 
over-reliance on incinerators. "The govern- 
ment here looks upon incinerators as a 
magic bullet that can help them avoid deal- 
ing with nasty political battles over landfill 
siting," said one environmental engineering 
consultant in Taipei. 

But defenders point out Taiwan's simi- 
larity to densely populated Japan, where 
more than 70% of all household waste is 
burned. Many European countries have 
also gone heavily into incinerators: Sweden, 
for example where 50% is burned, or Swit- 
zerland which incinerates 75% of its solid 
waste. The US, by contrast, disposes of 80% 
in landfills and only burns 10%. 

Hongkong is an exception to the rule that 
densely populated countries are moving 
more towards burning their waste. At pre- 
sent, the territory is burning some 38% of its 
household wastes at four ageing in- 
cinerators. All are slated for mothballing as 
three big new landfills, together with five or 
six transfer stations, are built over the next 
five years. * 
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Recycling has key role to play in waste management 





asses of plastic refuse floating in 
М Hongkong's Victoria Harbour or 

Taipei's Tamsui River serve as vivid 
reminders of the waste disposal problems 
faced by these and other countries around 
the region. In a sense, it does not matter 
how well-thought-out a city or country's 
waste management programme is; if there 
is not equal emphasis on recycling and re- 
source recovery, the battle will be lost. 

Plastics represent one of the toughest — 
and most visible — recycling problems. To 
start with, Asian consumers create a far 
higher proportion of plastic waste than their 
US or European counterparts. While plastics 
account for only 7% of the US solid waste 
stream, the corresponding shares for Hong- 
kong and Taiwan are 20% and 17%. 

Why so much more? Just step into a 
supermarket or bakery — it often seems dif- 
ficult to get out again without half a dozen 
plastic bags within bags. This passion for 
"convenience" helps explain why plastic 
makes up half of all Hongkong's floating re- 
fuse — and floating refuse costs the Hong- 
kong Government HK$1,000 (US$128) a 
tonne to collect, compared with just HK$350 
for rubbish collection on land. In Taiwan, it 
shows up in the rapid proliferation of 
polyethylene terephthalate (PET) soda bot- 
tles — from virtually nil 10 years ago to 250 
million bottles last year. 

Getting that muck bobbing around the 
waters or cluttering up landfills into reus- 
able form is no easy matter. Paper and 
metal, whether aluminium or steel, are far 
more easily sorted and then melted down 
and recycled. In fact, Hongkong already has 
a thriving export trade in waste materials — 
last year it exported HK$2. 17 billion worth of 
waste metals and paper. The unsung heroes 








Plastic waste: difficult to recycle. 
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Choking on plastic 


collecting the stuff are an informal army о! 
self-employed dustmen (and women) whc 
make the rounds of housing blocks, shops, 
and factories, and then pass their take on tc 
refuse warehouses where it gets sorted, 
crushed, baled, and loaded on to ships. 

Plastics, on the other hand, are not sc 
easily dealt with. They comprise a dozen dif 
ferent polymers in a dozen different shape: 
and several different colours, often contami: 
nated with other wastes. While some mixec 
plastics may be melted down into reusable 
pellets or flakes, the product is more valu: 
able if separated by resin and colour. Large 
scale separation requires sophisticated — 
and at least initially, expensive — source 
separation and collection schemes. 

Some people are hoping that technology 
will come to the rescue in the form of new: 
fangled degradable plastics now being de- 
veloped in Europe and the US. These in- 
genious mixtures of polymers and starch oi 
wood fibre may break down in as little as 
one or two years, according to their advo 
cates. Yet degradable plastics are far from e 
panacea for society's plastic problem. There 
is а real danger that too much use of de- 
gradable plastics could sabotage the com- 
mercially and environmentally more impor- 
tant prospect of large-scale plastics recycl- 
ing, since degradable plastics cannot be 
mixed with other plastics for recycling. 

Asian countries have been slow to catch 
on to the commercial and industrial poten- 
tial of recycled plastics. But a number of mis- 
sionaries from the West — in search of pro- 
fits rather than souls to save — are spread- 
ing the word. Dupont and WMI, for instance 
in May set up a joint venture in the US ir 
which WMI will collect plastic refuse from 
hundreds of thousands of homes, whict 
Dupont will then recycle. BFI has establishec 
a similar venture with Wellman Inc., a New 
Jersey-based company that is the larges 
user of recycled PET in the US. 

Now they are looking for similar oppor- 
tunities in Asia. Orfa Recycling Asia, a sub- 
sidiary of the big Swiss trading house Cosa 
Liebermann, has already set up a small plas- 
tics recycling plant in Hongkong's New Тег. 
ritories. According to general manage! 
Roger Walker, the main emphasis now is on 
developing a market for his company's plas- 
tic “superwood,” which can be moulded 
into planks, posts, and traffic markers 
among a host of other applications. 

Walker complains that the Hongkong 
authorities could be doing far more in terms 
of government procurement to encourage 
producers of recycled goods.’ The govern- 
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ment seems to have taken this advice to 
heart: a Hongkong Environmental Protec- 
tion Department (EPD) official recently out- 
lined a programme of tax incentives and 
legislative measures which, if implemented, 
would aim to encourage the use of recycl- 
ed products. One illustration was a sales 
tax on certain non-recycled goods to make 
them more expensive than the recycled vari- 


One promising project that is already 
under way in Taipei is a PET bottle recycling 
scheme. Under the energetic leadership of 
Allen Yeh, a former energy-industry execu- 
tive who recently returned to Taiwan after 
many years in the US, the soft drink bottling 
industry is helping to fund a recycling com- 
pany with a NT$1 (4 US cents) surcharge on 
each bottle produced. 

Taiwan Recycling Co. is building a 
NT$200 million recycling plant in northern 
Taiwan. When the facility starts working 
early next year, it will be able to handle 7,500 
tonnes of PET bottles a year — compared 
with last year's total consumption of 12,000 
tonnes. The plant will produce both flaked 


т (qe 


and pelletised PET, which it will sell to syn- 
thetic fibre makers and plastic packaging 
film manufacturers, respectively. 

The PET bottle project was some two 
years in gestation. After this initial success, 
Taiwan's EPA is trying to encourage a similar 
venture to recycle old tyres. Yeh said discus- 
sions were well-advanced to persuade 
Taiwan's seven major tyre producers to pro- 
vide the funding to build a shredding plant. 
A 95:5 mixture of coal and tyre-derived fuel 
would then be used to fire cement kilns — 
thus cutting the cement makers' fuel costs. 
Other potential recycling targets include 
mercury batteries, used lubricants and 
fluorescent light tubes. 

The economics of resource recovery are 
problematic, however. Whether it makes 
economic sense to make something from 
a recycled product or virgin material 
depends not only on currency fluctuations, 
but also on shifts in commodity prices. 
Following the energy crises of the 1970s, Ja- 
panese industry launched a drive to 
increase resource recovery rates. Their ef- 
forts were such a success that by 1983, some 
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Toxic chemicals pose growing public health hazard 





admium, arsenic, mercury, lead, 
zinc, PCBs, acids, alkalis, and oily 
wastes: so goes the litany of modern 
industrial horrors pouring into the waters 
and soil. The inexorable build up of poisons 
is not only an environmental crisis — it is 
sowing the seeds for a disastrous harvest of 
public health problems. 

Groping about for solutions to this 
witches’ brew, governments are just begin- 
ning the difficult task of erecting regulatory 
and enforcement mechanisms to prevent 
factories from taking a free ride on the envi- 
ronment. “In Taiwan, most companies have 
to be forced to take adequate pollution 
control measures,” said George Wei, 
Duponts manager for environmental 
protection services. The same could be said 
for Hongkong. Most of Hongkong’s chemi- 
cal waste output of 101,000 tonnes a year, 
generated by an estimated 10,000 factories, 
goes down the drain or is dumped directly 
into the sea. 

Taiwan's environmental protection offi- 
cials have no idea how much poison is going 
into the island's soil and waterways. In an 
effort to aed this ignorance, the EPA in 
May reports about how 
much "d: what kind of wastes are being 
produced. It will take a year to amass a us- 
able database, and only then will a system to 
ensure proper disposal be enacted. 
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Arsenic and oil waste 


But there seems room to question how 
effective the agency's publicity has been. 
Winston Wang, general manager of Nan Ya 
Plastics Corp. and son of Y. C. Wang, foun- 
der of the Formosa Plastics Group — 
Taiwan's biggest industrial conglomerate — 
professed to know nothing of the new re- 
porting p e. And its first four 
months have generated only "a very low re- 
sponse rate," according to Chiang Pen-chi of 


Hongkong's chemical wastes 
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58% of all industrial waste was recycled. 

This was the high point, however. First 
came the falling commodity prices of the first 
half of the 1980s, which made it relatively 
cheaper to import metals and other raw 
materials. Then in 1985, the yen launched 
into its meteoric rise. Since this meant that 
all imports became cheaper the higher the 
yen rose, the urgency that had previously 
driven manufacturers to find ways to recycle 
all but disappeared. By 1985, the latest year 
for which full statistics are available, the 
overall rate had slipped to 41%. By now the 
rate is around 35%, according to Hajime 
Oshitani, the consulting department direc- 
tor for the Clean Japan Centre, an organisa- 
tion financed by the Ministry for Internas^W 
tional Trade and Industry (Miti). 

Oshitani said a new package of tax incen- 
tives would be required to make it worth- 
while for manufacturers to regain their re- 
source-recovering zeal. Miti is now studying 
a draft legislative package submitted by the 
centre which, if accepted, would be sub- 
mitted to the Japanese Diet for legislative 
action. п Carl Goldstein 


National Taiwan University's Graduate In- 
stitute of Environmental Engineering. He 
said few plants employ environmental en- 
gineers — as is required by law in Japan — 
and that many resist even allowing EPA in- 
spectors on to their premises. 

Hongkong, which hopes to have a chem- 
ical waste disposal centre operating by 1991, 
is still wrestling with how to apply the "pol- 
luters pay" principle — that is, how to en- 
sure that the cost of collecting and disposing 
of hazardous wastes is borne by the com- 
panies that produce the stuff. While the 
company which wins the contract to build 
and operate the plant will be responsible for 
collection, Hongkong’s Environmental Pro- 
tection Department (EPD) is planning to levy 
a charge on factories' purchase of chemicals 
at the wholesale level. It is hoped that this 
will prove a fair way to apportion the costs of 
control, since it will target those industries 
which have the highest levels of hazardous 
materials — particularly the electronics, elec- 
troplating, and chemicals industries. 

A key element of a proper hazardous 
wastes handling system is to establish an ef- 
fective monitoring system. Hongkong's EPD 
aims to develop a comprehensive system for 
recording the movement of each shipment 
of hazardous materials from producer to col- 
lector to disposal. This is partly fashioned 
after the manifest system now in use in the 
US, which provides for the cradle-to-grave 
tracking of hazardous materials. 

One thing is for sure, as Hongkong and 
Taiwan are finding out: it is not cheap to get 
rid of hazardous waste safely. The EPD had a 
shock last month when it unsealed the bids 
for building the territory's first chemical 
waste disposal facility. "We had original- 
ly estimated н НК92-300 million 
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(US$25.6-38.4 million) in capital costs, but 
the bids were two and three times higher 
than that," said Patrick C. K. Lei, a senior 
officer with the EPD. 

Thus, the originally projected HK$1.12 
billion for capital and recurring costs over 
the first 15 years will have to be raised by as 
much as 50% — barring further (likely) in- 
creases in costs. The facility, located on 
Tsing Yi Island near the Kwai Chung con- 
tainer berths, will include a reception area, 
settling tanks, a high-temperature in- 
cinerator featuring gas scrubbers and elec- 
trostatic precipitators to control emissions, 
solidification of liquid and semi-solid re- 
sidues for final landfill disposal, and 

boratories for monitoring all aspects of the 
operation. 

A second task for the new centre will be 
disposing of oily marine wastes from ships 
using Hongkong’s port facilities. Until the 
chemical waste treatment plant is ready in 
1991, the territory will be unable to fulfil its 
long-standing obligations under the so-call- 
ed MARPOL protocol, the 1978 international 
agreement which requires port authorities 
to provide reception and disposal facilities 
for oily wastes and other noxious liquids 
from ships. 


Taiwan’s progress towards building 
hazardous waste disposal facilities has 
fallen victim to perennial bureaucratic 
in-fighting between the EPA and the Minis- 
try of Economic Affairs Industrial Develop- 
ment Bureau (IDB). The IDB has taken res- 
ponsibility for planning the first site, proba- 
bly in the southern industrial city of 
Kaohsiung. 


IDB's involvement in waste control did 

not generate a conflict of interest — 
the agency’s brief has long been to represent 
industry's interests in economic planning, 
and it seemed unclear that it was the proper 
body to take on the politically sensitive task 
of forcing companies to pay proper attention 
to pollution control. 

At any rate, the IDB wants to service only 
factories in the official industrial parks, 
which it administers, rather than all factories 
in the southern part of the island. Thus it has 
put pressure on the EPA to build an addi- 
tional two sites. The environmental agency 
is now moving somewhat reluctantly to 
oversee design and bids for one site, though 
the location, cost, and specifications are still 
far from certain. An EPA official said he 


Ы, ome observers queried whether the 
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South Korea burtes rather than burns tts rubbish 


Down in the dump 





By Mark Clifford in Seoul 
О) n the western fringes of Seoul is the 





huge and growing mound of gar- 

bage pictured on the cover of this 
week's magazine. Hundreds of people 
work — and many of them live — on this 
pile of refuse, which swells by about 30,000 
tonnes every day. 

The workers at Seoul's Nanjido have de- 
veloped an entire culture based on the 
dump. They drive pipes into the mass of 
waste to tap methane produced by the rot- 
ting garbage for heating and cooking. They 
divide the area into territories controlled by 
different groups. And they eke out a living 
by recycling plastic, wood, paper and metal 
thrown away by Seoul's residents. 

Some day, as labour becomes dearer and 
land scarcer, South Korea will find a better 
way of handling its waste. But for now the 
country still deals with most of its garbage 
the old-fashioned way — by burying it in 
huge landfills like Nanjido. In fact, with 
Nanjido filling up, a new dump that is sup- 
posed to have enough capacity to last the 
next 25 years is being built at a cost of Won 
190 billion (US$285.71 million) near Kimpo 
Airport on the edge of Seoul. 





So it is not surprising that companies sell- 
ing waste disposal solutions say that the 
market in South Korea is disappointingly 
small. [South] Korean companies don't 
want to pay for waste control and pollution 
control," says Du Pont Korea president John 
Blackwell, whose firm recently carried out 
market research on five waste disposal and 
pollution technologies in the country. "The 
alternative today is cheaper: to disobey the 
law." That is likely to change over the next 
decade as South Korea's citizens get used to 
democracy and become tired of living in a 
dirtier, more toxic environment. 


South Korea in the dumps 
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thought it would cost about NT$400 million 
(US$15.6 million) to build, but this is proba- 
bly a gross underestimate. 

John Haidinger of Pacific Engineers & 
Constructors, Bechtel's Taiwan joint ven- 
ture company, said he thought it would cost 
about US$200 million to build a two-in- 
cinerator plant with a handling capacity of 
30,000 tonnes a month. But with other com- 
panies sure to be competing for the con- 
tracts, the final price could well end up 
below that level. 

One partial solution which appears to 
have been overlooked in the Taiwan au- 
thorities' efforts to develop an adequate sys- 
tem to deal with industrial wastes, is pre- 
treatment at the factory level. "Most basic 
pre-treatment methods require little tech- 
nology," said Edward Rimberg, managing 
director of Asian Environmental Technol- 
ogy, an environmental engineering consult- 
ing firm. “But the whole problem is just re- 
ceiving too little emphasis," he said. 

Key elements of a pre-treatment strategy 
would be removal of solids suspended in 
liquid wastes, the neutralisation of acids and 
bases, and the separation of various mate- 
rials such as solvents, paints, and heavy 
metals. п Carl Goldstein 


South Korea has tough environmental 
laws, similar to those in Japan or the US. But 
there is a yawning gap between law and re- 
ality. South Korean executives say that fac- 
tories are routinely fitted with secret dis- 
charge pipes, which are used for illegal mid- 
night discharges, even at state-invested 
firms. The situation with toxic and hazard- 
ous waste is approaching a crisis in the 
country's industrial areas, according to ob- 
servers. 

The Environmental Administration (EA) 
gets high marks for trying hard to deal with 
waste and the agency has big spending 
plans. Its 15-year master plan, which runs 
through the year 2001, includes Won 3 tril- 
lion for dealing with solid waste, split nearly 
equally between capital costs (Won 1.4 tril- 
lion) and recurring expenses (Won 1.6 tril- 
lion). (The plan calls for total pollution con- 
trol expenditure of Won 17 trillion, including 
Won 12 trillion in capital spending.) 

But the EA — which does not have the 
status of a full ministry — is short-staffed, 
underfunded, and possesses too few techni- 
cally qualified staff, according to both local 
and foreign business executives in Seoul. 
Moreover, the EA relies on a punitive ap- 
proach which discourages voluntary disclo- 
sure of accidental or improper discharges, 
according to executives who have worked in 
the US and Europe. That may make it har- 
der to clean up the country and have a realis- 
tic waste management policy. 

South Korea produces 733,000 tonnes of 
hazardous waste a year — and the figure is 
growing 2275 annually, according to the EA. 
On top of that is 17.9 million tonnes of gen- 
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eral industrial waste a year. "There is more 


waste and it is more toxic every year," says 
Kim Si Pyong, director of the waste manage- 
ment department at the EA. 

A little over half of that industrial waste is 
disposed of at government-managed facili- 
ties, with the rest being taken care of by pri- 
vate contractors. While most private waste 
facilities are well run, there are periodic ar- 
rests of unscrupulous waste contractors. 
The government hopes eventually to take 
over disposal of all toxic waste, Kim says. 

The country is piling up 75,000 tonnes of 
household waste a day, with more than a 
third of that from Seoul. The huge landfills 
are a luxury this densely populated country 
will not be able to afford forever. Now, 95% 
of household waste and three-quarters of in- 
dustrial waste is simply dumped. 

Incineration capacity pales beside the de- 
velopment of sanitary landfill sites. The gov- 
ernment is adding a total of 56,000 tonnes of 
daily capacity in a five-year programme to 
add to the nation's landfill capacity. Total in- 
vestment in permanent and temporary 
dump sites from 1988-92 is expected to be 


Won 500 billion, according to a market study — 


released last year by the Korean-German 
Chamber of Commerce and Industry. 


The new landfills mean there is relatively 


little pressure to build incinerators even 


though South Korea is one of the world’s 
most densely populated countries. The gov- 


ernment has, however, built three in- 
cinerators in the past two years and two 
more are scheduled to come on line in 1991. 
` The government is building six to eight 
new transfer stations in metropolitan Seoul 
over the next few years to enhance waste 
disposal and resource recovery. That could 
facilitate the use of more recycling and incin- 
eration. Currently, however, there is no sep- 
aration of combustible and non-combustible 
wastes, which makes the treatment of solid 
waste more difficult. 
There are a huge number of polluters, 
with 7,000 government-recognised sources 
of industrial waste. Most are concentrated 


around the major меторочев, areas of. 


Seoul and Pusan. 
While waste of all sorts in increasing 
rapidly, the government's budget priority 


for the next several years will be sewage 


treatment. Most waste water is dumped un- 
treated into rivers, though the government 
hopes to treat 35% of sewage and 92% of 
nightsoil by 1991. Plans call for spending 


Won 6.27 trillion for water treatment 


through the year 2001. 

This market is likely to be a difficult one 
for foreign firms to enter. There are, accord- 
ing to the EA, 179 locally registered firms in 
the water pollution control business alone. 
Moreover, South Korea is aggressively try- 
ing to localise many technology-intensive 
products, which poses difficulties for firms 
with proprietary technology they wish to 
safeguard or those that do not want to enter 
into a joint venture. | a 





TRADE 


Gatt 1 is puzzled by continuing buoy icd 





entered a virtuous circle of mutually 
reinforcing high investment, buo- 
yant manufacturing output and expanding 
international trade — one in which the more 
developed Asian countries are playing a key 
role. 
This has been taking place against a back- 
ground of mounting trade protectionism 


T he world economy appears to have 


-and severe exchange-rate volatility as well as 


generally deflationary monetary policies — 
factors which could normally be expected to 
hinder the growth of output and trade. 

The Geneva-based Gatt in its latest an- 
nual report on the international trading sys- 
tem, published on 15 September, admits to 
being puzzled over how international eco- 
nomic expansion has managed to continue 
into its seventh consecutive year. 

World. merchandise output volume in- 
creased by 5% in 1988 and trade volume by 
8.5%. In value terms, it rose by 14% to 
US$2,880 billion. This year Gatt expects out- 
put to grow by a more modest 3-3.5% but 
world merchandise trade should increase by 
about 7%. 

Gatt concludes that the economic dy- 
namism of both developed and (chiefly 
Asian) developing countries, together with 
the impact of new production technologies, 
are "redrawing the map of trading relation- 
ships and interests." 

The share of national output sold in 
world markets is increasing, not just for the 
traditional traders such as the Netherlands, 


Belgium, Switzerland and Sweden, but 


others such as Hongkong, South Korea, Sin- 
gapore and Mexico — not to mention the 
largest industrialised countries. 

But itis not just a simple question of trade 
expansion. Technological innovation is 
widening the scope of goods and services 
traded while agreements among firms from 
different countries for joint production and 
marketing are multiplying. 

^What this amounts to is a continuing 
evolution of an intricate network of complex 
economic linkages between investors, pro- 
ducers and consumers around the globe." 
Specialisation of production is increasing 
and "in most countries international trade is 
increasingly influencing the overall per- 
formance of the economy." 

Gatt sounds one note of pessimism, 
however. The plight of nearly all the least- 
developed countries and of many of the 


highly indebted countries is deteriorating. 


Living standards are falling and depress- 
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ed investment suggests more misery to 
come. 

Acknowledging that "there is still no 
widely accepted explanation" of why the 
growth of production and trade has been so 
strong, especially since the stockmarket 
crash of 1987, Gatt points to a number of 
contributing structural changes. 

The real cost of oil has fallen by a half 


since its peak in 1980, allowing companies áo 


and consumers to make savings which they __ 


could invest or spend. Reflecting increased cx 


consumption, the (value) share of manufac — 
tured output in world trade has risen бу 
one-third since 1980 and manufactured: 
goods now account for half of developing = 


country exports. 


Сан adds a few more suggestions as to — E 


what is behind all this buoyancy. Deregula- = 
tion of markets and privatisation of enter- `= 


prises in both developed and developing E 


countries, the central banks' war on infla- XE 
tion, liberalisation of capital flows, economic = 
reforms in the Socialist bloc and economic -= 


integration in Europe and North America. 


It is manufactured goods which have ү 


been the real driving force behind intema = 


tional trade expansion. They now represent © 


more than 70% of world merchandise trade. 
Agricultural and mining exports have been 
laggards during the 1980s. 


Led by Asian exports, trade in office and d 


capital goods continues to expand at a rate 


well above the average for world trade over- 3 
all. Exports of capital goods from Hong- |. 


kong, South Korea, Malaysia, Singapore, 
Taiwan and Thailand have reached about 


US$50 billion — equal to about 8% of de- | 


veloped-country exports. Aggregate im- 


ports of capital goods into these countries 


has reached almost US$60 billion — four 
times what Japan imports and nearly half of 
what the US imports. — 

A trade-ranking table shows Hongkong 
moving from 27th position to 11th among 
world exporters between 1978 and 1988. 
South Korea went from 20th to 12th and 
Taiwan from 21st to 13th. China has gone 
from 33rd to 16th and Singapore from 31st to 
18th. Japan is third after West Germany and 
the US. In import terms, Japan is now 
fourth, Hongkong 11th and China 14th. 

Despite all its optimism, Gatt warns that 
the traditional business cycle is not a thing of 
the past. "External shocks, periodic over- 
and under-investment in key sectors, 
macroeconomic policy miscalculations and 
other distu 
mayen ofe economic activity." a 
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А 
BUSINESS AFFAIRS 





ECONOMIC MONITOR: 


reasurer Paul Keating, still reeling 

from the twin shocks of a Moody's 

lowering Australia's credit rating 

and a A$ billion (US$3.06 billion) 
blowout in the June quarter foreign debt, 
can probably extract some crumbs of com- 
fort from figures released in August, which 
give a faint hint that demand is slowing 
{ down at last. 

Most encouraging for Keating was an 
18.2% nosedive in housing approvals for 
June — the biggest fall since 1977. But 
there is only inconclusive evidence 
that the slowdown has spread to 


and record A$9.1 billion budget 
surplus was soon overshadowed by 
Moody's decision to downgrade 
Australia's debt rating from AA1 to 
AA2. The announcement coincided 
with the release of net foreign debt 
statistics which showed an increase 
from A$104 billion in the March 
quarter to A$108 billion in the June 
quarter. 

The increase in foreign debt was 
exacerbated by the depreciation of 
the Australian dollar from March — 
valuation effects from the lower curren 
contributed A$3.2 billion of the A$3.9 billion 
rise in debt. The Australian currency has re- 
mained resilient, hovering around 74-76 US 
cents over the past month and has ap- 
preciated on a trade-weighted basis despite 
the Moody's decision. On the trade-weight- 
ed index, the Australian dollar rose over the 
past month from around 57.5 to 59.5 in mid- 
August. 


Economy slows down 
Inflation rate and real GDP growth 
other sectors. % 

August's safe pre-election budget 10 


But the starkest evidence that economic 
momentum may be petering out at last re- 
mains June housing approvals figure and 
the news that job vacancies had fallen for the 
fourth month in a row. This suggests that 
monetary policy is cutting into excess de- 
mand. Nevertheless, government sources 
have warned that monetary restrictions are 
unlikely to be relaxed for some time. Despite 
the job vacancy data, the unemployment 
figure is running at an annual rate of 5% — 







low enough to maintain pressure on the 
government to keep monetary policy tight. 
The slowdown in the building industry 
has not yet been echoed by other statistics. 
For example, between June and July, retail 
trade increased by 5.5% and motor vehicle 
registrations by 0.875. Although production 
figures have started to fall and leading 
indicators point to a slowdown in activity 
there is still little hard evidence that the 
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AUSTRALIA 


Set to stall? 


consumer spending has been substantially 
reduced. 

For example, the Australian Bureau of 
Statistics (ABS) showed that production of 
consumer goods such as refrigerators, lawn 
mowers and TV sets, increased in July — a 
sign of continued strong consumer demand 
in the wake of July's tax cuts. Meanwhile, in- 
flation continues to be stuck between 7% 
and 8%, 

After a rather poor forecasting perform- 

ance in 1988-89, the government ap- 

$ pears to have opted for less optimistic 
& forecasts this year, with the 1989-90 
. Current-account deficit forecast at 
A$18.5 billion and inflation estimated 
at 7.596 

GDP figures for the June quarter 
were also released on budget night, 
revealing that the economy grew at 
an annual rate of 2.5% in the June 
quarter. Although this is a healthy re- 
sult, it is significantly lower than the 
4.3% recorded in the first quarter of 
1988-89. 

July's seasonally adjusted current- 
account deficit fell to A$1.477 billion 





diets from a revised A$1.586 billion in June. 


Exports rose 6.3% and though imports 
rose only 1.5%, the daily import rate soared 
to A$190 million — the highest on record. 

Prospects for an early cut in interest rates 
suffered another setback in August, when 
the ABS released figures indicating that busi- 
ness plans to continue its high level of in- 
vestment throughout the next year. The 
data shows business expecting to increase 
investment on average by 29%, or A$30 bil- 
lion in 1989-90. = Janine Perrett 
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)ngkong utility has a project to double its gas generating capacity, whic 
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г more drivers in the world than any other. With sleek, spirited 
yoks and a new 1.6-litre 16-valve engine. Two outstanding members 
f Toyota's multi-valve family. With over [ Z ATOYOTA 
million multi-valves produced and driv- < MULTI-VALVE 
n daily on roads thranghow the world | ^S FNGINF 
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Until recently, companies in 
the computer industry ensured 
that customers remained tied 
to them by producing systems 
that couldn't communicate with 
those of other vendors. And the 
technology to open up these 
barriers was considered either 
too complicated or expensive. 

But this computer monopoly 
is coming to an end through the 
hands of progress. 

Users demand openness. 
They want to move data easily 
among dissimiliar computer 
systems, to take all applications 
from one computer and use it 
on another. They want to choose 
products based on what they've 
used previously and how well it 
serves them. 

The fastest growing standard 
is the UNIX operating system. 
And one company is more 
committed to turning the UNIX 
operating system into a powerful 
business tool than anyone else. 
Unisys. 

UNIX from Unisys offers you 
an open system you can control. 
One that fits your business 
exactly, because Unisys people 
Specialize in your industry. Let 
us show you what happens 
when a standard is raised to 
a new power. 

Call your Asia Group office at 
Hong Kong (5) 831-3901 or your 
local Unisys office. 


UNISYS AND YOU. 
The power of 


UNISYS 
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Breaking up is hard to do 


message to all those waiting for a 

split in the Kuala Lumpur and Sin- 

gapore stock exchanges: don't hold 

your breath. Even if the two gov- 
ernments give the go-ahead, the earliest that 
such a separation could take place is late 
next year. 

The reasons for this assertion emerged 
from the coffee sessions of a conference on 
the securities industry, organised by the 
Kuala Lumpur Stock Exchange (KLSE) and a 
private consultancy company earlier this 
month. 

The argument runs thus: until the KLSE's 
central depository system (CDS) for share 
certificates, there is nothing to stop a mas- 
sive grey market in Malaysian stocks de- 
veloping in Singapore after a split, so a split 
would be pointless. And even if it could 
raise the M$20 million (US$7.4 million) need- 
ed, the KLSE could not hope to start such a 
system until the second half of next year. 

If it finally is implemented, the CDS will 
kill any grey market in Singapore very 
swiftly. CDs implies scripless settlement, as 
all certificates will be held by a central 
authority and all transfers effected 
electronically, like money between 
bank accounts. As a result, trades in 
all non-sEs-quoted Malaysian coun- 
ters, will have to be routed through 
the KLSE for the purchaser to be regis- 
tered as the new owner. 

The delays will come as a consid- 
erable comfort to all those brokers in 
Singapore who have been making 
huge amounts of money from the 
grey market in such counters as 
Malaysian International Shipping 
Corp. or Malaysian Airline System — 
neither of which are listed on the SES. 
Earlier it had been indicated that CDS 
would be brought in by stages to- 
wards the end of this year. 

Shroff understands that the timetable 
has had to be put back because of the legal 
problems involved. After all, for the system 
to work, CDS will have to be the nominee 
owner of all shares, which will make for a 
pretty boring list of the 20 largest sharehold- 
ers in every company's annual report, un- 
less the law is changed to allow for two 
levels of ownership. 

Changing laws in Malaysia is a fairly 
cumbersome business. Probably the only 
thing which would get things moving 
quicker would be if the SES looked like doing 
a dirty on the KLSE by bringing in its scripless 
trading system unilaterally. The KLSE still re- 
member how the SES stole a march on them 
with the introduction of its automated trad- 
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ing system, Clob, on 10 March, before the 
KLSE's own Score system on 15 May. 

It was the dramatic drop of market share 
after Clob started that prompted talk of an 
accelerated schedule for the parting of the 
two exchanges. Now that all but 120 indus- 
trial counters on the KLSE are being routed 
through Score, however, volume and mar- 
ket share has picked up markedly. Even the 
most hawkish opponent of continued 
anschluss, KLSE general manager Mohamed 
Salleh, is toning down his remarks. 

Pressure for the split will die down if the 
KLSE's share of combined SES-KLSE turnover 
recovers to the level it enjoyed in 1987, prior 
to the October crash and the subsequent in- 
troduction of graduated commissions on the 
SES in January 1988. It was noticeable at the 
securities conference, for instance, that KLSE 
executive chairman Nik Mohamed Din laid 
great stress in his speech on the surge in 
turnover since the introduction of Score. 

Two groups of 20 industrials doubled 
their volume after being put on the system, 
Nik Din said. And on 14 July, the KLSE re- 


Two markets, two systems 
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(2) SES introduces graduated commissions 
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corded its highest-ever volume with 103.6 
million shares traded. Shroff remains to be 
convinced that everything is hunky-dory 
once more. In June this year, the first full 
month after the introduction of Score, the 
KLSE share of the combined turnover of both 
exchanges sunk to 22.5%, its lowest ever 
level, even though turnover was up in abso- 
lute terms. In August the exchange's share 
of turnover share recovered to 35.5% but 
this is still below the average of 3776 
achieved before the crash. 

Part of the problem is that the absolute 
level of trading has more than doubled from 
1987 levels, requiring more central proces- 
sors to be added to Score's computer system 
just to cope. 


FAR EASTERN ECONOMIC REVIEW 








Costs have therefore risen. The KLSE has 
used up most of the M$15 million seat 
money paid by the three bank-owned brok- 
ers who were granted clean licences in 1987. 
According to one estimate there will be only 
M$5-6 million left by the time Score is com- 
plete — hardly enough to get the M$20 mil- 
lion CDS off the ground. 

One solution raised earlier this month by 
Finance Minister Datuk Paduka Daim 
Zainuddin was that companies should pay 
some form of seat money if they take over, 
or “corporatise,” existing stockbroking firms. 

Daim's bombshell received very little 
publicity at the time because it was over- 
shadowed by his other remarks, which 
slammed the three wholly bank-owned 
brokerages for failing to increase the level of 
professionalism in the industry and failing 
to increase their international clientele. 

Daim suggested that a "certain amount 
of the purchase consideration" be paid over 
to the KLSE by the purchasing company. Al- 
ternatively, KLSE officials are believed to be 
thinking along the lines of a payment of 25% 
n of the paid-up capital of the newly 
- corporatised firm — on the grounds 


et * that the three wholly bank-owned 


brokers had to cough up M$5 million 
each and have a paid-up capital of 
M$20 million. 

Either way, it looks as if acquiring 
a member company is going to be- 
come even less attractive because the 
initial cost will be substantially 
higher. Yet one of Daim's beefs is 
that objectives of corporatisation 
have been frustrated by "the exces- 
sive price demanded by the 


J A stockbroking companies.” 


Talking of prices, the Capital Is- 
sues Committee (CIC), has just pub- 
lished its fourth edition of its guide- 
lines on the new issue of securities in 
as many years. Manufacturing companies 
seeking a listing are now allowed to float their 
shares at a maximum gross p/e of 11. Not 
quite the 15 being demanded by Nestle, but 
better than the 5.5 allowed two years ago. 

Perhaps the biggest change in the new 
guidelines, however, is the CIC's insistence 
that the price of a rights issue "should not 
deviate materially from the market price." 
This may put a dampener on the time-hon- 
oured Malaysian practice of raking in the 
dosh by ramping up the market price and 
offering rights at a substantial discount. 
South Pacific Textiles currently has a three- 
for-two under way at M$2 a share, for in- 
stance, compared with a market price of 
around M$3.18. m= Nick Seaward 
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COMPANIES 31 


ICB embarks оп a buying spree in Malaysia 


By Christopher Marchand in 





Kuala Lumpur 

hat company from what country 
үү: publish а pictorial profile 

which shows Queen Elizabeth II 
standing outside a Sydney retail complex 
that looks like an amnesic mix of neo-Gothic 
and Russian orthodox? A guess would 
probably not extend to IGB Corp., a Malay- 
sian property developer. 

Yet the entrepreneurial IGB, through 
72.7? o-held subsidiary Ipoh Garden Austra- 
lia (IGA), indeed redeveloped the Queen Vic- 
toria Building (QVB), one of Sydney's leading 
shopping centres. Nor is the group's pre- 
sence in Australia its only foreign foray. 
Under respected management headed by 
Datuk Yap Lim Sen, and backed by 
Malaysia's wealthy Tan family, the group 
has sallied forth to Hongkong, Europe and 
the US. 

In the process, IGB has gained a reputa- 
tion as an adroit reader of property markets. 
But its forays have not proved 
lucrative. Profit has stagnated, 
and asset sales were needed to 
provide some 70% of last year's 
M$22.3 million (US$8.3 million) 
net profit. Yet this year IGB _ | 
embarked on а seemingly un- | 
focused asset-buying binge that 
has pushed debt to M$600 mil- 
lion on share capital (including 
minorities) of M$473 million. 
IGB now urgently needs to slash т 
debt, improve profit and refine Ha 
its growth strategy. ы 

The group's response has 
been to return to its Malaysian 
roots. But this time its activity 
will centre on Kuala Lumpur 
office and retail development, 
not on the low-cost housing in 
Ipoh, Perak state, which was its 
original focus. A massive rights issue would 
appear inevitable in order to repair the 
group's balance-sheet. 

But IGB predictably exudes confidence. 
“We have a track record of 30 years," says 
executive director Goh Nan Kioh, “we 
know when to gear and degear. Our over- 
extension is a recent phenomenon, but we 
understand risk. We understand what real 
estate is about. We’re not reckless.” 

Another problem is that projects this 
year have extended its profile beyond its 
traditional property expertise into a world of 
diverse assets. IGB now has strategic stakes 
in companies with interests in banking, in- 
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Returning to its roots 


surance, hotels, cement production, gam- 
ing, textiles, consumer retailing and steel 
wire-making. 

The long-term intention is to create a re- 
gional conglomerate with tentacles in a pro- 
fitable spread of interests. But add that to 
plans to become one of Asia's largest prop- 
erty companies, and analysts fear that pru- 
dence may have lost out to vaulting ambi- 
tion. Goh dismisses such fears. "Trust us," 
he says, "we want to be judged on the next 
two to three years." 

Behind the expansion drive is IGB's belief 
that the time is ripe for stepping up invest- 
ment in Malaysia. IGB prides itself on its 
entrepreneurial instinct, but the result that 
vision has tended to run ahead of financing 
and management. Certainly, the company 
has a track record at reading markets. The 
purchase of QVB — its most valuable asset — 
was timed to capitalise on Sydney's mid- 
1980s property boom; it steered clear of 
property development in Malaysia's mid- 
1980s slump; and it sold most of its Hong- 
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kong properties in advance of the 4 June 
Peking massacre. 

But it has not all been plain sailing. The 
QVB purchase was funded on bank debt be- 
cause Malaysia's exchange controls pre- 
vented the export of capital for equity. As a 
result, IGB's rent from the building has gone 
to the banks as interest. And the group's 
performance in the western hemisphere has 
been dull. A retail project in Britain yielded a 
profit, but was sold at the wrong time. And 
the US$650 million Harbourview project in 
Baltimore, which is 17% owned by IGA and 
managed by sister company Singapore- 
listed Parkway Holdings, has hit delays. 
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In addition, Malaysia’s recession sav 
property income wither. The pain wa 
soothed by profit from 40%-owned contrac 
ing company IJM Engineering, and th 
manufacturing and trading of buildin 
materials. But asset sales of 10% of ум an 
27.3% of IGA — as part of its 1988 flotation - 
yielded M$22.6 million cash, forming th 
mainstay of profit for the financial year t 
December 1988. 

Instead of pulling in its horns this yea: 
IGB opted to embark on even grande 
growth plans. At least M$260 million ha 
been spent on land bank purchases in Kual; 
Lumpur and stakes in Malayan Unite 
Industries (міл), Inter-Pacific and Berjay: 
Corp., all diversified companies. 

A smaller outlay went on buying loan 
stock in Hongkong-listed Crownhamptor 
Industries. The aim is to develop workin; 
ties with JM and Hongkong-isted Ни 
Chong Holdings to create a regional con 
tracting company. Meanwhile, IGA’s suc 
cessful tender for the A$300 millior 
(US$229.4 million) Capitol Theatre site ir 
Sydney is a reminder that the group ha: 
ambitious, capital-hungry projects in Aus 
tralia. 

IGB's land bank in Kuala Lumpur, buil! 
up over the past few years, gives it scope tc 
tackle two massive development projects. A 
46-acre site at Bandar Mid-Valley — be- 
tween Kuala Lumpur and Petaling Jaya — 
will be developed in мс 
phases into 8 million ft? of retai 
outlets, offices, a hotel and : 
hospital project. The other de 
velopment is based on a cres 
cent-shaped swathe of lanc 
around Kuala Lumpur's Gold: 
en Triangle. The plan is to de 
velop it into 15 million ft? of re 
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Kuala  Lumpurs Orchard 
Road," says Goh. "You could 
put the entire Hongkong Land 
portfolio into this project." 





Bm x о capitalise further on 
&trading f Malaysias ^ economic 
md "5 growth, IGB has begun 


to diversify its earnings base. 
Earlier this year, the company 
and commodities magnate 
Robert Kuok explored the prospect of bid- 
ding for ailing conglomerate Multi-Purpose 
Holdings. When Multi-Purpose went to the 
politically well-connected Lim Thian Kiat of 
toll operator Kamunting Corp., IGB turned 
its attention to MUI, which had lost direction. 
Controlling shareholder Khoo Kay Peng 
had been distracted by religion and legal 
problems arising out of the Pan Electric-led 
collapse of four broking firms in Singapore 
in late 1985. 

An 8% stake in MUI is now spread like 
caviar among group companies (including 
IGA). That purchase was followed by a 20% 
holding in Vincent Tan's Inter-Pacific group 
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and 11.9% of Inter-Pacific subsidiary Berjaya 
Corp. 

MUI offers synergistic benefits in terms of 
property development in Kuala Lumpur's 
Golden Triangle. Its four Ming Court hotels 
could also be merged with 1СВ'ѕ Pan-Pacific 
resort on Pangkor Island, Malaysia. The ce- 
ment interests might integrate with IM. 

Inter-Pacific is a different story, however. 
Tan had financial problems, the result of 
property losses on his personal account and 
heavy debts incurred in taking over loss- 
making industrial company Raleigh, now 
restructured as Inter-Pacific. He needed to 
repay debt, but wanted to place his Inter- 
Pacific shares with a friendly shareholder. 
IGB, of the same entrepreneurial outlook, 
was a kindred spirit. The deal offered IGB the 
chance to buy undervalued, quality earn- 
ings on a yield that almost covers its borrow- 
ing costs. The stake is large enough to equity 
account, so providing a tonic to IGB's own 
earnings. The Berjaya move was probably 
more of a trading play. With Tan having cut 
his stake to 15%, IGB has become Inter- 
Pacific's largest shareholder with a big say in 
management. ` 

These ties have prompted speculation 
that IGB is developing an ethnic Chinese 
business alliance. With United Engineers 
Malaysia emerging as a United Malays Na- 
tional Organisation-controlled holding 
company for bumiputra interests, talk is that 
IGB could play a similar role as the apex of a 
triangular network of Chinese-run com- 
panies. Goh insists the MUI and Inter-Pacific 
stakes were a "business decision." 

The more important issue is really IGB's 
ability to manage itself professionally. Allied 
to that is the question of whether Malaysian 
business is becoming less subject to political 
infuences. Economically, though, Malaysia 
needs to allow enterprise to flourish and 
large-scale capital accumulation to take place 
if its companies are to compete at home and 


IGB's decision to invest so heavily in 
Malaysia is a sign of bullishness. But the 
group will need more than just entrepreneu- 
rial nous if it is to succeed. It will need to up- 
grade its management and slash its debt. As 
a first step, brokers expect a 1:2 rights issue 
at M2 a share to raise M$240 million. The 
authorities have initially refused the 
sweetener of a warrant issue, which would 
be well received by the market. The Kuala 
Lumpur Stock Exchange supports the idea, 
however, so IGBP's rights issue could yet 
break new ground by containing Malaysia's 
first warrant offer. 

A further M$200 million could come 
from property syndication, with IGB selling 
up to a 50% stake in the Bandar Mid-Valley 
and shopping street projects. Average cost 
of the Bandar Mid-Valley land was M$20 per 
ft, while sales at M$100 per ft? would still be 
below market. Land for the shopping street 
scheme was bought between M$50-280 per 
ft, which compares with current market 
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values of M$350 per ft Project finance 
would be used to fund the developments. 

IGA is also in dire need of restructuring. 
The Tosin group, a Japanese confectionery 
and sugar outfit controlled by the Morinaga 
family, could form links with IGA and the 
Tan family's private property interests in 
Australia. To eliminate its debt, IGA hopes to 
sell 50% of the QvB for A$100 million. The 
building was valued by brokers Jones Lang 
Wootton in January at A$214 million. But 
slackness in Australia’s property market 
might make that target optimistic. 

More financing is still needed to fund 
IGA’s Sydney projects — the Capitol 
Theatre, sites in Pitt Street and in Par- 
ramatta, and World Square, the southern 


hemisphere’s biggest property develop- 
ment, which is majority-owned by the Tan 
family. IGB holds a direct 5% stake. The IGA 
share price’s 50% discount to net asset value 
makes the stockmarket an impractical fund- 
raising vehicle, Joint-venture finance is more 
realistic, and IGA would be better privatised. 
IGB's earnings may rise strongly this year, 
as profit flows through from six con- 
dominium developments. But real growth 
will rest on IGB's ability to translate dreams 
into longer-term realities. The company is 
an asset play whose rating will hinge on the 
value the market attaches to Malaysia's eco- 
nomic upswing. IGB will be a leitmotif for 
Malaysia's success in emerging as a little dra- 
gon. " 
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Bond set to sell brewing assets in bid to cut debt 


Cannibals’ ball 


By Jonathan Friedland іп! Hongkong апа 
Janine Perrett in Sydney 


р ebt-strapped Australian beer and 





media baron Alan Bond, a former 

boxer who claims to relish the role of 
underdog, has seen his skills once again suc- 
cessfully put to the test. After a week of 
dramatic events which almost spelled the 
end of his vast corporate empire, Bond ap- 
pears to be emerging from his latest crisis 
with a leaner, though still substantial, set of 
holdings. 

How substantial they will remain, and 
for how long, is still anyone's guess. Bond 
will no doubt still be forced to sell down fur- 
ther major assets before his corporate debts 
become manageable. But the expected 
emergence of a New Zealand buyer for the 
heart of Bond's conglomerate — his Austra- 





Bond: struggling to survive. 
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lian brewing operations — ought to give the 
flamboyant businessman enough finan- 
cial breathing room to avoid a fire sale. 

The expected breweries sale puts a final 
seal on an era of rapid, highly leveraged ac- 
quisitions by the hefty Perth-based entre- 
preneur. From the height of triumph six 
years ago when Bond snatched the 
America's Cup from 3-1 down, Australia's 
best known businessman now finds himself 
in a chastened position not dissimilar to that 
of another former high flier, Robert Holmes 
à Court. 

But unlike Holmes à Court, who re- 
linquished control of his Bell Group to 
Bond after the October 1987 stockmarket 
crash, Bond will still have an asset base from 
which to start anew. If he is able to clinch a 
deal with part-Malaysian-owned New Zea- 
land brewer Lion Nathan, one of two bid- 
ders still in the running, he will have even 
more. 

According to banking sources, Lion is of- 
fering to provide A$1.25 billion (US$954 mil- 
lion) for 50% of Bond Brewing’s Castlemaine 
Tooheys and Swan Breweries. Bond Corp. 
Holdings (BCH), the 58%-owned group par- 
ent, will continue to have a say in manage- 
ment and take in a share of the breweries 
cash flow, at least on an interim basis. The 
other bidder, Brierley-controlled Magnum 
Corp., owner of New Zealand's Dominion 
Brewing, is offering to buy all of Bond's Aus- 
tralian brewing assets. Magnum would 
have to put up at least A$2.5 billion to top 
Lion’s offer. 

A major equity infusion is badly needed 
by Bond. From 7-12 September, BCH's share 
price collapsed, falling almost 40% to a five- 
year low of A$0.27. At that price the market 
capitalisation of BCH is a meagre A$129 mil- 
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lion while its debt, conservatively estimated, 
is A$6 billion. 

Baring Securities on 11 September valued 
BCH at negative A$725 million, a figure only 
marginally less horrifying than the one 
mooted by Bond arch-enemy, Lonrho plc 
chief Tiny’ Rowland. Even Bond's staunch- 
est supporters admit group debts are now 
rising far faster than the value of its assets. 

“We have a rationalisation programme in 
mind and we recognise that we may well 
have to go over the top or further than nor- 
mal to rebuild the level of confidence in the 
market," said Bond managing director Peter 
Beckwith in acknowledgment of the mag- 
nitude of the difficulties Bond faces. | 

If the financial problems threatening the 


Ф «group were not enough, the Australian Na- 


tional Companies and Securities Commis- 
sion (NCSC) on 7 September launched a for- 
mal investigation into a recent spate of intra- 
group asset shuffles that have apparently 
helped Bond to service a current 
annual interest bill of some A$600 
million, but have left minorities 
deep in the dark. Bond is already 
locked in a messy legal battle 
over some of the same deals with 
his former business ally, the state 
government of Western Austra- 
lia. 

Adding fuel to the fire that same 
day was the chairman of Australia's 
other major brewing group, John El- 
liott of Elders IXL, who mischie- 
vously seized the moment to turn 
Bond's misfortune to his advantage. 
Elliott, who had previously urged 
Australians not to "kick Bond" while 
he was down, elaborated on a hazy 
"rescue" package aimed ostensibly at 
securing Bond's crown jewel, Swan 
Breweries — which has a virtual 
monopoly over the West Australian beer 
market. 

Given that Elliott, who is president of the 
opposition Liberal Party, had already been 
told by Australia’s Trade Practices Commis- 
sion that Elders would not be permitted, on 
monopoly grounds, to buy Bond’s brewing 
assets, the remark seemed mainly aimed at 
forcing the pace of negotiations. 


would do а deal with a well- 
capitalised major brewer such as 
Anheuser Busch of the US, allowing it a firm 
foothold in the highly competitive Austra- 
lian brewing market. Over the past five 
months, Bond has been in talks with a 
number of major global breweries, includ- 
ing Anheuser Busch, Britain’s Allied Lyons, 
the two New Zealand candidates and, 
naturally, the other Australian brewers, SA 
Brewing and Elliotts own Carlton and Unit- 
ed Breweries. 
Since  Bond's financial problems 
emerged, Carlton and United Breweries has 
picked up an increasing share of the Austra- 


E Шов has been fearful that Bond 
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lian beer market while avoiding the kind of 
price war that a better funded rival would no 
doubt initiate. "Alan Bond is the best com- 
petitor John Elliott ever had," notes a senior 
officer at one of Australia's main institu- 
tional investors. "He would love to keep 
things right as they are." 

The flurry started in May when Bond 
proposed selling his worldwide brewing as- 
sets into Bell Resources, the former Holmes 
à Court company, now 58% owned by 
Bond. An amount of ASI.2 billion which 
had previously been transferred from Bell to 
BCH, would be classed as a "deposit" on the 
brewing assets, Bond announced. 

Minority shareholders were not amused, 
particularly John Spalvin's Adelaide Steam- 
ship Group (Adsteam) which is the largest 
Bell minority shareholder and which 
threatened legal action over the A$1.2 billion 
“loan” from Bell to Bond. The government 
took note of the unusual deposit as well, de- 
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Elliott: thwarted suitor. 


manding that two independent valuers 
be appointed to judge the price Bond was 
placing on his beer operations. On 11 Sep- 
tember, BCH delayed the deadline for the 
deal by two months to 31 December. 

Spalvin's cooperation is vital if the Lions 
deal is to go through. Under the Lion offer, 
which is being handled by New Zealand 
merchant bankers Fay, Richwhite and Co. 
alongside Wardleys Ltd, an arm of major 
Bond creditor Hongkong and Shanghai 
Banking Corp., all the Bell minorities would 
be bought out. So would a portion of Bond's 
own stake. This would reportedly leave 
Lion and Bond in an equal partnership, and 
would provide Bond adequate breathing 
room to restructure the rest of his holdings. 

“If the Australian brewing assets are 
sold, that will signal a temporary easing of fi- 
nancial pressure,” Bond Corp. International 
Ltd (BCIL) managing director Peter Lucas 
told the REVIEW. “We will be more likely to 
realise a better price on other assets." 

These will no doubt include the sale of 
properties in Australia, Britain and Italy and 
a reduction in the grab-bag of resources 
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companies accumulated or started up over 
the past few years. Sale of Bond's property, 
oil and coal assets could net around A$1.§ 
billion. Less certain is the price buyers 
would be willing to pay for Bond's ill-starred 
US brewing operation, G. Heileman and 
Sons, which was purchased for US$1.3 bil. 
lion in 1986, or for Bond's 22.5% stake in 
British Satellite Broadcasting, а cable 
operator which has yet to earn a profit. 


peculation is rife in Sydney that 2 

buyer has been found for Bell Re- 

sources’ 20% stake in Lonrho plc for 
about A$650 million. The original cost tc 
Bond, when he accumulated the shares in 
the British conglomerate last year, was 
about US$600 million. 

Analysts say they expect the Hongkong: 
listed BCIL, which no longer owns any assets 
in the colony, to be broken up. The com- 
pany now consists of a 45% stake in the Chi- 
lean Telephone company, a 50% 
share in a Rome property develop- 
ment and some cash. Prior to the pro- 
fitable sale in early June of its 50% 
in a Hongkong office tower, Bond 
had tried to take BCIL private at a 
severely discounted price. Minority 
shareholders, with a 33% stake in 
BCIL, rose in successful revolt to block 
the exercise. 

A restructuring — including assel 
sales — of Bond's family holding 
company Dallhold Investments is 
also anticipated. It directly con- 
trols an 87.5% stake in a Queensland 
nickel mine, as well as Bond’s own 
stake in BCH. Separately listed Bond 
International Gold (BIG) has been on 
the block for some time but with Bic 
share transfers already under investi- 
gation, a sale might well be delayed. 

One set of assets that Bond will likely at 
tempt to hold on to at all costs is the profita 
ble Bond Media. It owns Australia's Chan 
nel Nine national television network, é 
string of radio stations, the West Australian 
and Sky Channel, a sports cable station. Or 
12 September, Australia’s Federal Cour 
overturned the June findings of the Austra 
lian Broadcasting Tribunal that Bond wa: 
not a fit and proper person to hold a televi 
sion licence. 

This bit of good news, the first ir 
months, prompted Bond to announce tha 
^we are making a comeback." Combinec 
with the expected announcement of a brew: 
ing deal, the market marked up BCH share: 
back over 40 A cents by 13 September. 

Analysts say that it is unclear where the 
equilibrium point will be reached betweer 
the sale of assets and an ability by the Bonc 
companies to service their debt. Even offi 
cials of the Hongkong and Shanghai Bank 
which, as Bond's single largest credito: 
ought to know better than anyone, profes: 
mystification over what eventual form 
Bond's holdings will take, · a 
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Brierley floats 30% of 
Air New Zealand holdings 


> Brierley Investments Ltd (BIL) offered 
30% of its 65% holding in Air New Zealand 
(ANZ) to airline staff and the public on 8 
September. BIL bought the airline from the 
government last year in a consortium with 
Australia's carrier Qantas (19.9%), 
American Airlines (7.5%) and Japan Air 
Lines (7.5%) on condition that it on-sold 
30%. Only New Zealand residents can take 
up the offer to ensure that ANZ can retain its 
status as a New Zealand carrier for 
negotiation of international landing rights. 
The first float since the 1987 stockmarket 
crash, the offer is pitched at NZ$2.40 
(US$1.41) for the NZ$1 shares, indicating а 
projected market capitalisation of NZ$672 
million. The float is seen as an important 
test of market sentiment. ANZ made a profit 
of NZ$72.3 million in the year to 31 March. 


Bangkok stockmarket 

raises margins 

»> The Securities Exchange of Thailand 
raised its margin requirement from 70% to 
90% after the market index rose over 14% in 
the month to 11 September, on turnover 
which had doubled in the same period. 
However, due to the strength of foreign- 
capital inflows into Thailand, much of it for 
securities investment, the market ignored 
the higher margin — at least for the first two 
days — and continued to rise. 


Thai parliament passes 
new national budget 


ь The Thai parliament passed the 
government's Baht 335 billion (US$12.9 
billion) budget for fiscal 1990 (starting 1 
October), a 17.3% increase over the current 
year. Revenue is estimated, conservatively 
analysts say, at Baht 310 billion, leaving a 
deficit of Baht 25 billion. The budget 
includes a new Baht 17 billion special fund 
for rural development assistance in poor 
agricultural areas. Education will get Baht 
61.3 billion (up 25.4%), national security, 
Baht 59.5 billion (up 17.6%); debt service, 
Baht 69.6 billion (up 4.6%); industry and 
mining, Baht 1.3 billion, and both transport 
and communications, Baht 20.8 billion, 
both up 40.1%. 


Taiwan payments balance 
goes into the red 


»> Taiwan's balance of payments went into 
the red in the second quarter as net capital 
outflows surpassed the current-account 
surplus, largely due to the stability of the 
local currency. The deficit is the first since 
1980 and is expected help ease US pressure 
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for further NT dollar revaluation. The 
second quarter current account was 
USS2.28 billion in surplus, down from the 
first quarter's US$2.63 billion. Net capital 
outflows reached US$2.49 billion, up from 
US$1.2 billion in the first quarter. Central 
bank governor Samuel Shieh said the 
matching of Taiwan's capital outflow with 
its receipts from merchandise trade and 
services was a positive sign the NT dollar 
was near a market rate at its current level of 
around NT$25.70. 


Japan's biggest bank to buy 
stake in US finance firm 

» Dai-Ichi Kangyo Bank, Japan's largest, 
said it was negotiating with Manufacturers 
Hanover to acquire a stake in the US bank's 
financing subsidiary, CIT. The bank 
declined to comment on Japanese press 
reports that it would acquire the whole of 
CIT for about US$1.5 billion, which would be 
the largest offshore merger and acquisition 
by a Japanese bank. 
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Japanese credit-rating 

body downgrades China 

> The Japan Bond Research Institute, 

one of Japan's two major credit-rating 
institutions, downgraded China from 29th 
to 40th in its list of "least risky" overseas 
investment destinations. The downgrading 
was attributed to confusion in China's 
economy and government after the 
Tiananmen Square incident in June. 


Hongkong's securities body 
announces new fund rules 

> Hongkong's Securities and Futures 
Commission (SFC) on 12 September eased 
cash and deposit requirements for local 
money market and bond funds. Hongkong 
dollar funds will no longer be forced to keep 
a minimum cash holding while the 
minimum deposit requirement for the 
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Hongkong dollar bond funds has been 
scrapped. A restriction requiring money 
market accounts to retain a minimum 
deposit of HK$50,000 (US$6,410) was 
retained by the SFC as was a maximum 
borrowing level for the bond funds. The SFC 
on 13 September announced that it would 
allow warrant funds to be set up by 
Hongkong's unit trust and mutual fund 
industries. 


Malaysian shipping firm 
reports big profit jump 

> Confirming the recovery in the bulk- 
shipping markets, Malaysian International 
Shipping Corp. (MISC), announced an 
unaudited pre-tax profit of M$209.6 million 
(US$77.6 million), up 25%, for the half year 
to 30 June. MISC reported that all sectors 
contributed to the better performance, 
helped by a reduction in interest payments 
on borrowings. Earnings should be boosted 
with the delivery this week of the first of 
four 29,500 dwt chemical/palm oil tankers 
on order from Korea Shipyard and 
Engineering — three months later than the 
already delayed scheduled date. 


Wormald Pacific buys 
metals trading firm 


> Wormald Pacific, the industrial and 
securities services arm of Malaysian tycoon 
Lee Ming Tee, announced the purchase of a 
72% stake in Hongkong-based Tung Wing, 
Steel Holdings on 12 September for shares 
and cash worth HK$112.3 million (US$14.4 
million). An offer to minority shareholders 
for the remaining 8.06 million shares was 
pitched concurrently at HK$5.42 bringing 
the total deal price to HK$156 million. Tung 
Wing is a trading company specialising in 
ferrous and non-ferrous metals and 
products. Lee said Tung Wing would be 
injected into Hongkong-listed Wormald, 
which no longer has ties to the Australian 
group of the same name. 


US officials refuse to 
relax pressure on Seoul 


> US Commerce Secretary Robert 
Mossbacher said that the US would not ease 
trade pressure on South Korea, despite the 
country’s faltering exports and slowing 
growth rate. “It’s hard to worry about 
growth which is projected between 7-8%,” 
said Mossbacher. He underscored US 
concerns over well-known trade issues, 
such as intellectual property rights, 
telecommunications and agriculture. He 
also reiterated US concern about Seoul's lax 
implementation of an agreement to prevent 
transfers of sensitive technology to 
communist countries. 
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PRICES AND 
Commodities 
Last sale to 11 Sept. 
Gold London {2) 
Copper New York (3) 
Current delivery (Sept. ) 
Dec delivery 
Aluminium London (7) 
Current delivery (Sept ) 
Tin Kuala Lumpur (T) 
Cotton New York (3) 
Current delivery (Oct) 
Dec. delivery 
Rubber Kuala Lumpur (8) 
Current delivery (Oct) 
Dec. delivery 
Jute Dhaka (11) 
Palm Oil Kuala Lumpur (4) 
Current delivery (SepL) 
Nov. delivery 
Sugar New York (3) 
Current detivery (Oct ) 
Jan. delivery 
Pepper Singapore (9) 
Sarawak Asta DIK 100% 
Wheat Chicago (5) 
Current delivery (Sept ) 
Dec. delivery 
Maize Chicago (6) 
Current delivery (Sept) 
Dec. delivery 
Rice Bangkok (7) 
5% white fob 
Soyabeans Chicago (5) 
Current delivery (Sept ) 
Nov. delivery 
Cocoa New York (7) 
Current delivery (Sept) 
Dec. delivery 
Coffee New York (3) 
Current delivery (Sept. ) 
Dec. delivery 
Petroleum 
Sumatran light Tokyo (10) 
Brent London (10) 


TRENDS 


Latest Previous week — 3months ago 


359.35 359.25 
12/.20 131.95 
122 60 
1,765.00 1,665.00 
23.20 2297 
72.40 73.55 
7331 
238.00 238.00 
239.00 
370.00 370.00 
690.00 685.00 
707.00 
13.58 13:39 
12.80 
42250 407.50 
395.40 386.00 
404 60 
239.40 234.40 
239.20 
360.00 360.00 
607:40 588:00 
534.40 
1,072.00 1,143.00 
1,081.00 
88.25 86.50 
87.75 
16.80 16.80 
17.05 17.06 


361.55 


111.05 


1.985 00 


27.67 


64.95 


251.50 


370.00 


18.20 
17.00 


Year ago 
420.05 


105.05 


2.386 40 
19.50 


54.90 


1,220.00 


128.00 


1400 
13.35 


(1)M$akg (2)US$anoz (3)USealb (4)MSatonne (5) US¢ a 60 10 bushel (6) US¢ а 56 Ib bushel 
(7)US$alonne (8) Р551, Меако. (9)S$a100kg (10)US$abarel (11) ВМО, Chiltagong/Mongla, USS a tonne 


Source: Telerate, international 
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Bond yields (%) 
Average of representative high-grade issues 


11 Sept. 


US$ 
Domestic 


International 
Yen 
Domestic 


International 


Dm 
Domestic 


International 


AS 
Domestic 


International 


Domestic 


Intemational 


* AAA corporate 


3-5 yearst 
7-10 yearst 


3-5 years" 
10 years" 
3-5 yearst 
7-10 yearst 


3 years] 

10 yearst 
3-5 yearst 
7-10 yearst 


3 years" 

10 years" 
3-5 yearst 
7-10 yearst 


3 years? 

10 yearst 
3-5 yearst 
7-10 yearst 


3-5 years] 
7-10 yearst 

3 years” 
7-10 yearst 


3-5 yearst 
7-10 years? 


3-5 yearst 
1-10 yearst 


tGovernment 


Latest 





1 month ago 6 months ago 
8.33 9 62 
9:33 944 
8.27 9.74 
829 961 
510 473 
5.09 5.16 
503 477 
5.01 5.06 
6 86 na 
na na 
676 691 
6.71 6.90 

14.04 14.95 
13.00 1377 
1422 15.10 
1361 1431 
989 11.17 
942 10.67 
9 72 1128 
958 11.01 
na na 
n.a. n.a. 
10.92 10.75 
10.31 10.26 
1301 1325 
12:23 13.20 
12.63 13.24 
1242 1332 
5.66 5.60 
5.53 5.65 
842 8.90 
8.34 8.82 
Source: Telerate 





Economic indicators, selected Asian countries 


Economic Growth % (rea!) (1) 
1988 


1989 


International Reserves (5) 
Latest 
Year earlier 


Australia China 

3 122 

24-35 5-6 

US$12.50b (June) US$18.47b (May) 
US$12 44b US$18.82b 


Trade Balance (total merchandise) 


Latest 3 months 
Previous 3 months 
Year earlier 


Exports (7) 

Latest 3 months 

% change previous 3 months 
% change year earlier 
Imports (8) 

Latest 3 months 

% change previous 3 months 
% change year earlier 


Consumer Prices 
Base 
Latest 3 months index average 


*6 change previous 3 months 
% change year ealier 


Money Supply (3) 
Latest 


% change previous month 
% change year earlier 


—US$1.04b (Jan.-Mar.) —US$3,89b (Apr -June) 
-US$1.01b - US$1.89b 

4US$0 31b —US$0 57b 

US$8.52b US$12 5% 

—33 +302 

-31 +40 

US$9 56b US$16 48b 

—22 +425 

+133 4-30 1 

July 80-June81—100- — Jan. 1988— 100 

192.6 (Apr.-June) 127.4(12) (Јал) 

+24 na. 

+27 +214 

A$165.00b(10) (June)... Amb 955.965 (Od.-Dec.) 
+41 па. 

+26.8 20.14 


Hongkong India Indonesia 

75 3 38 

4-6 94) 3-5 

n.a. US$4.40b (June) US$4.85b (Mar.) 
na US$4 88b US$5.41b 

—US$0 040 (May-July) - —US$1.39b (Nov -Jan) —+05$2 B1b(9) (Jan -Mar.) 
—US$1.24b —US$1.62b +US$2.27b 
=()5$0 485 = US 4-US$2 19b 
uS$18.86b US$3 46b US$5 12009) 
+17.6 +42 —10 

4192 4174 +52 

US$18 90b US$4 850 US$2 31b(9) 

+93 -19 —204 

+159 +125 2137 

Oct. 84-5ері-85 = 1002) 1960-100 Apr. 77-Mar 78 — 100 
129.5 (May-July) 819.67 (Nov.-Jan.) 330.19 (Apr.-Jung) 
#26 +15 425 

+107 +88 +43 
HK$377.57b (July) Rs 1.951(10) (Apr.) Rps 41.271 (Jan) 
*05 +28 217 

+168 +188 +204 


Japan 


5.75 
45 


US$88.54b (June) 
US$86 89b 


+US$15.300(6) (May-July) 
4-US$21.26b 


+05$18 160 


1985=100 
104.2 (May-July) 
+19 


+30 
** 426.861 (June) 


#07 
+94 


Malaysia 


87 
7-8.5 


US$6. 160 (Aps.) 
US$6.22b 


4*-US$0 B8b (Dec -Feb.) 
3 US$1.04b 
4-US$1 24b 


M$61.49b (Feb.) 
=05 
d 4d — 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index А (3) M2 or currency plus bank deposits (4) To March {5} IMF definition of reserves minus gold except for Singapore (6) Customs basis (7) fob 
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Effective exchange rates 












11 Sept. US$1 Worth Banknoterate*  Officialrate — Spotratet Previous weekt 3monthsagof Year agot Five Year Currency 
Australia dollar 1.3109 1.308 1.3092 1.314 1.354 1.247 
Bangladesh taka 2895 31.00 na na na na 200- 
Britain pound 0.6468 0.65 0.6496 0.644 0.653 0.591 
Brune: dollar 19843 198 na na 18 na 180- 
Burma куа! 20.50 6.90 ља na na 15.873 160- 
Canada dollar 1.1865 1:188 1187 11817 12014 1239 
France franc 6.695 6.72 6.727 6.6675 6 8845 6278 140- 
Hongkong dollar 7.809 7.80 7 7.809 7.787 7.812 
India rupee 18 70 16 80 16.7378 16675 16 4298 14.35 120- —Á 
Indonesia rüpiah 1,695.00 1,780.00 1,789.00 1,788.00 (77400 1,702.00 iog- a= Lalwan as 
Japan yen 146 75 147 20 147 68 146 15 149 225 13360 ج‎ — S. Korea 
Macau palaca 8.045 8.05 па ha па па 80- eee Australia | 
Malaysia dollar 2.703 270 2704 27005 2724 2651 "2 
Nepal rupeg 25.00 24.00 na па па na 60- Hongkong 
New Zealand dollar 17021 1:698 17079 16915 1792 1.605 0 
Pakistan rupee 217 21.10 21 0289 21 0289 21075 17 83 Ичо aT лы со TN а) ный Pr), 
Papua N.G kina 0802 087 08772 08726 nla ná 1985 1986 1987 1988 1989 ° * 
Philippines peso 2195 22 00 22 035 2202 21645 2123 (end year) 
Singapore dollar 1.9843 ' 98 1.9846 1.9722 196375 2.035 
South Korea won 667 00 665.00 67040 669 90 666 90 720.10 
Sri Lanka rupee 1100 38.00 38.08 37.91 34 255 32.927 Monthly/Weekly Summary 
Switzerland franc 17145 1725 17235 1708 17665 1.561 
Taiwan NT dollar 25.75 25.70 25.74 25.69 26 145 2884 200- 
Thaitand bant 26.06 26:00 26.05 25.98 26.05 25,48 
West Germany — mark 1.9888 1.995 1.9965 1.982 2 0325 1.947 180- Japan 
Communist countries: China US$ -Rmb 3.722 - HK$—Rmb 0:476 Soviet Union US$ — Rouble 0 6482 Laos US$ = Kip 583.00 160- 
Vietnam US$= Dong 3.900.00 . Cambodia US$ «Rel 150.00 
Other: SDR1--US$123216- ECU1-US$1049- S$1—M$1.365 £1—HK$12079 W- Taiwan IlIlllcc-- 
3 months forward: Japan ¥ 146.636 Hongkong HK$7 BOB2 Singapore S$1.9658 120- "* 
tMiddie rate "Selling rate Source: Telerate for spot and forward rates from Asian money markets; Republic National Bank of New York and 100- New Zealand S.Korea 


Hongkong Bank for banknole Selling rates on the Hongkong market and Deak International Lid for official rates 


interest rates (°/c) 
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Prime 1-yeartreasury Interbank Interbank Interbank Eurocurrency and Asian currency 
11 : ndi bil s 1 3 6 months 
Sept. lending bills/bondst montht 3monthst f unit deposit ratest (weekly values) 1989 
Australia 19.75 - 17.875 17.875 17.73438 1 3 6 12 
Britain 14.00 13875 139375 139375 month months months months 
Hongkong 10.00 - 9.3126 — 9125 9.0625 n wares y 
indonesia ^ 22.50 | 075 — 1675 — 1800 USS — — 845. 88/5 SBD "e feste» 
Japan oa ^ : 579688. 576563 — 5.75 ЧӨП] 13875 13875 13875 13625 
Malaysia 6.75 - 5100 —— 530 —— 545 Yen 5687556875 5625 5625 20 - مر س‎ 
New Zealand 15.75 (340 — 1323. 1310 еы - - Singapore 
Philippines 19:00 26.536 165625 160625 158125 Swssk. — 7.4375 780 750 7375 110- E Malaysia 
Singapore 550 5.1875 5.1875 5125 on , " 7 ~ 
South Korea 1150 1480 Dm 1325 _ 125 1375 1.315 90 ~ 
Taiwan 10.50 9.20 " - 7 1 1f 5 BO- 
Thailand — 1259 —— 740 10 n75 AS 1633 18993 16% 1635 
US 10.50 8 063 900 893755 89375 C$ 15.3125 121875 1175 11625 70- 
"Long term — **Short term — Offered rate Surte. Telerate 60- 
T 
Philippines Singapore South Korea Taiwan Thailand 20- 
1985 1986 1987 1988 1989 
67 11 110 13 103-110 (end year) 
5-7 5-8 6-8 6-7 8-10 
US$0.52b (June) US$1777b (Аре) US$15.770 (June) US$74 960 (May) US$7 74b (June) Monthly/Weekly Summary 
15$0 620 WS$15.900 US$8.98b 9574 320 US$4.91h ton = 
-US$045b(Jan-Mar) — =US$1.190 (May-July) — —US$028b(6)(June-Aug) -US$408b(June-Aug) — —US$1 16b (Feo -Apr.) jj. Singapore 
0580.150 —US$1 640 —US$0 12b *US$3 840 —US$) 580 
- US$0 230 -US$121b US$1:95b 0593.540 US$0 90b 90- 
80- Thailand 
US$1,7 US$10 98b tS$15 9506) US$17.59b US$4 51b o — UNE ee n 
-80 +41 +62 +10 —0.5 Dm m 
+142 +71171 #24 +85 +230 60- Malaysia 
US$2 220 0551217 US$16.22b(6) US$1351b US$5 68b 40- Philippines 
+70 0.1 71 -065 4111 3)-%%00000000 
+243 +97 +192 +67 +241 Indonesia 
20 
1978=100 June 82-May 83=100 — 1985-100 1986=100 1976—100 Ko Nos ud. Ае 0 
432.3 (Арг. Jun) 106.6 (Ape June) 120.2 (June-Aug.) 106.0 (June-Aug | 217 5 (Mar -May) (weekly values) 1989 
+19 214 +13 +05 +13 
+88 +24 +55 +39 +40 
- Weighted for 1987 trade with the countries shown plus the US 
#207 8b (June) 5$46 720 (June) Won 50 19 (July) NT$5 28t (June) Baht 1.021 1b (Apr) and Canada and 14 European countries 
+18 +29 +18 £17 +17 Figures are tor the week ended 8 September 
+199  * +251 +175 +170 +214 д 
(8) cil (9) Excluding petroleum. (10) МЗ (11) % change over past 3 months. (12) Опе month Source: Official statistics source: UBS— Phillips & Drew 
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STOCKMARKETS 


= a а Tokyo falls on yen fears а а a no stopping Bangkok а а Taipei defies 
the soothsayers а а a Singapore hits record high а a a Manila frets over the economy 


a a a Veto York's rally peters out in period ending 12 September а а а 
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Prices fell continuously during the first 
four days of the period on fears that 
interest rates might be raised to bolster 
the yen. A sharp recovery on the final day 
left the market marginally down on the 
week. Turnover averaged 588m shares a 
day worth ¥1.09t (Us$7.40b). Kawasaki 
Steel fell ¥12 to #829. Retailer Isetan rose 
¥500 to ¥4,340. 


Thin trading within a narrow range was 
only alleviated by rumours that 
Hongkong Bank is to increase its 14.9% 
stake in Britain’s Midland Bank. 
Hongkong Bank ended 55 HK cents 
higher at HK$5.70. On 11 Sept., the index 
approached the 2,650 barrier. Turnover 
averaged 460m shares a day, valued at 
HK$867.15m (US$111.2m). 


Share prices were lifted to new highs — 
especially those listed on Sesdaq. 
However, profit-taking reduced some of 
the gains after the weekend. SIA Foreign 
put on 905 cents to 5519.60 while National 
Iron closed 15 s cents higher at $7.95. 
Volume was substantially higher 
averaging 98.6m shares a day, valued at 
§$190.2m (us$96.1m). 


Shares price rose sharply in heavy 
trading. Blue-chips were much in 
demand but interest switched to 
lower-liners after the weekend. Profit- 
taking set in late in the period. Shell 
jumped 60 M cents to M$9.25 while 
Malayan Banking closed 75 M cents up at 
M$10.60. Volume averaged 71.3m shares 
a day, worth M$122.3m (Us$45.3m). 


Investors quickly ignored the SET's raising 
of the margin limit to 90%. Brokers say 
foreign buying has underwritten the local 
bulls. Turnover hit a new peak on the 
final day at Baht 2.99b (Us$115m). 
Finances were strong: Phatra Thanakij 
rose Baht 132 to Baht 724; Nava Finance 
rose Baht 7.75 to Baht 38, Siam Cement 
jumped Baht 380 to Baht 5,546. 


Economic worries, focusing on the peso's 
fall below P22:US$1 and the sustained 
rise in interest rates, continued to depress 
the market. Still, foreign buying pushed 
up prices for prime commercial- 
industrials. PNB gained P12.5 to P452.5 
while San Miguel "B" rose P7 to P130. 
Turnover averaged 753.5m shares a day 
worth P194.9m (US$8.9m). 
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The market continued to ease before the 
holidays, with volume little more than 
half the record levels of recent weeks, 
averaging 14.6m shares a day, worth 
Won 374.7b (Us$563.5m). Predictably, 
liquidity tightened before the Chusok 
holiday. Car and machinery stocks 
performed best. Daewoo Heavy rose 
5.0% and Kia 3.1%. 


The market hit a new high of 10,485 after 
disobliging astrologers by not crashing or 
7 Sept. The index dipped on 11 Sept. 
following news that daily price 
fluctuation limits would rise from 5% to 
10%. Average turnover rose to NT$129.7b 
(Us$5.04b). Universal Cement jumped 
18.976 to NT$154, while appliance maker 
Kolin rose NT$15.5 to NT$137.50. 


The market posted its sharpest daily 
losses since Feb., as traders took profits ir 
heavy trading. Turnover soared to total 
943.96m shares worth A$1.91b (Us$1.46b: 
boosted both by futures-related activity 
and the sale of Ranks Hovis McDougall's 
stake in Goodman Field Wattie. BHP fell 5( 
A cents to A$10.50, Bougainville shed 42 / 
cents to A$2.08. 


A strongly worded recommendation to 
sell by a US analyst led to a dip in 
mid-period. However, the market 
bounced back on moderate volumes to 
end near its peak. Fletcher Challenge 
ended the period up 1 NZ cent at N7$5.59. 
Brierley Investments was down 10 NZ 
cents at NZ$2.58. Volume was 52.91m 
shares worth NZ$116.9m (US$68.8m). 


Share prices declined sharply, owing to 
widespread selling pressure. Fears of 
labour unrest in major companies 
combined with concern about 
government budget deficits undermined 
what little optimism had existed. The BSE 
Index lost 14.89 to close at 714.36. Tisco 
fell Rs 33 (U5$1.96) to Rs 1,177, and 
Reliance fell Rs 6 to Rs 101. 


Recurrent bouts of computer vertigo in 
the form of futures-related programme 
selling broke the Dow Jones Industrial 
Average's nine-week climb to record 
heights. Trading volumes made no 
recovery from the previous period, 
averaging only 149m shares a day. At the 
end of the period, trading fellas investors 
awaited economic data. ` 
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Jane by 21% and p "rofit by 309 








1989 pow 1989 ` 1988 
US$ M. ? Е _DFis. м. _DFls. M 


3951 Premium income 8 699 E 099 
5 526 Revenue ` 12168 10042 

177  .Netprofit — — 390. 299 
4217 Capital and surplus Hd 286. d 697 


126 Profit per share DF. 277 реБ, 2 45 
| Exchange rate: 1 US$- i = DFls. 2 202 








For the whole of 1989 the Executive Board expects strong. 
revenue growth and a pens p share which at least equals 
the 1988 level. 
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JUST PUBLISHED by Review Publishing Co. Ltd 


UTRAGE 


Burmo's struggle for democracy 
by Bertil Lintner 


In March of 1988, 14 months before the recent struggle for 
democracy in China, there began in Burma a nationwide move- 
ment for greater freedom, a better way of life and the removal of 
its oppressive marxist government. 





Bur 117 °5 struggle 
tor democ racy 
As with the more recent demonstrations in China, Burma's too 
was begun by students and grew to include the general public: 
and as it did in China, the Burmese movement ended in 

bloodshed and slaughter of the people. 


In OUTRAGE, Bertil Lintner captures the very essence and 
spirit of the Burmese fight for democracy. As you read his de- 
tailed, chronological report of events as they occurred, you will 
share the exhilaration, anxiety and eventually the terror experi- 
enced by the Burmese people. 


Outrage is compelling reading for anyone with an interest in 
Asia and in the grassroots movement of Asians towards more 


-— democratic forms of government. 





270 pages-soft cover 





Fully indexed Order your copy(s) today! 
per copy 


qve Publishing Co. Ltd. GPO Box 160, Hong Kong. | 





О Yes, pleasesendme — copy(s) of Outrage, Burma’s 
struggle for democracy by: | 


О surface mail at HK$159/US$20.20 рег copy (including packing & 


(US$18.95) 


ABOUT THE AUTHOR [J airmailat — (Asia) HK$181/US$23.05 per copy 
amem — (Outside Asia) HK$190/US$24.20 per copy 


Bertil Lintner, a 
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the armies of minority peoples in re- 
volt against Rangoon's rule. 
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Know the territory. . 


Asia-Pacific Report 
Focus: China in the Reform Era 
132 pp., paper $15 
Third in a series of regional reports, this volume 
features a wide-ranging examination of a decade of 
political and economic reforms in China, and their 
social and cultural impact. Also examined are the 
resources—human and environmental—that must 
fuel China's push to become a world leader. P 
The regional overview examines the trend toward . j. 
democratic government; changing - Soviet Asia- FT 
Pacific policy; continuing high economic growth 
and problems of growing protectionism and low 
prices for many commodities. 




















СЕ tourism iat Ty. 


To be situated on 600 sq km of natural unspoilt - 
bushland, it will feature 30 sq km of wetlands after initial 
construction of a dam, already Government approved. 


Only a 2 hour drive from the capital city of Darwin, this 
only now accessible property will feature a Motel and 

- Caravan Park, built on the high plateau overlooking a 

I Peng Зот deep and 3km | ong natural gorge, whose 
: beauty must be seen to be apprec slated. 


A812 r mi lion i is required to develop and eam 50% of the 
jperty, that when developed is expected to be valued 
at AS40 million and to retum 2596 of this annually. 


a The potential. of this unique opportunity must be seen to 
` be appreciated and ail interested parties may write to: 


Mr Gary Нат 
5 Newell Crescent dingili 
Darwin NT 0810 Australia 
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The 1989 Asia-Pacific Report: Focus: China in the Re > 
form Era is available only from the East-West Center. _ 4 
Order alone ($15) or as a set ($25) with the 1987-88 
Asia-Pacific Report: Focus: Marine Issues and Pacific | 
Islands and the 1986 Asia-Pacific Report: Focus: Twenty- | 
Five Years of Change. Each volume includes focus | 
and overview sections, and statistical tables, charts, 
and maps. Price includes surface postage. Send 
check or money order to: East-West Center, Rm. 
1078, 1777 East-West Rd., Honolulu, Hawaii 96848. 


X, EAST-WEST CENTER _ 
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| Property 


COMMERCIAL PROPERTY - Бы “TORONTO 

We have the following properties for sale: 

HOTEL, OFFICE BLDGS, PLAZAS, GOLF COURSES, RESIDENTIAL 
. and INDUSTRIAL LAND FOR DEVELOPMENT. 
` Contact: -Don Post, Sales Representative -Harold E, Thrift, Senior 

Consultant, 35 years experience Kelly & Kraag Limited, Realtor, 2255 

Sheppard Ave. E., Suite W303, Willowdale, Ontario, Canada М2] 4X1 
| Fax (416) 493-3789 Phone (416) 493-0079 | 









The Review Publishing Company Limited is now publishing а . 
quarterly index which details by country, subject and date every- | 
thing that has appeared in the Review. А : 
The index is available on a quarterly basis. Subscribenowandeach | ^" | 
quarterly index will be sent to you automatically as soon as it be |] _ 
comes available. A vital research tool, the Review index will save 
hours of needless searching for information. ORDER YOURS |. | 
TODAY! Only HK$290 (US$37.50) for 4 quarterly issues. Just com- 
plete the coupon below and send with your payment. 





Notice 


COPYRIGHT REPRINTS 


The combined efforts of the Far Eastern ооо Renew slarge and highly skil- 
led editorial team have made it the premier soutce of information for those who do 
business, or have an interest, in or with Asia, As a testimony to the publication's 
editorial quality, many Review articleshave, overthe years, been reprintedin news- 
papers, magazines, educational textbooks, newsletters etc throughout the world. 


Should you as.an editor, publisher or on behalf of an organisation, educational es- 
-tablishment etc wish to enquire about our reprint and copyright charges, please ad- 
dress your correspondence to: 
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The Circulation Department, 
Review Publishing Company Limited, 
GPO BOX 160, Hongkong. 


Please send my order for the Review Publishing Company 


г жеее bling Company Line Limited QUARTERLY INDEX. | enclose HK$290/US$37.50 
^ del $-8328300 Fax: 5-8345987 Telex: 62497 REVAD HX (or its equivalent in local currency) in payment. 
We welcome enquiries from allinterested parties andi assure vou of our prompt, indi- (Please print in block letters) 
vidual attention. 
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| mentin relation to an advertisement. The Far Eastern Economic Review 
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Ideologue's long wait to end? 
Few individuals better symbolise the change 
in China's ideological climate than He 
Jingzhi, 65, a Maoist poet and hardliner. As 
deputy chief of the Chinese Communist 
Party's propaganda department, he kept a 
low profile during the heyday of liberal re- 
formers. But with the latest demise of liber- 
als, including the resignation of minister of 
culture Wang Meng, 
He is tipped to be the 
next culture chief. 

In early 1987, when 
there was a short-lived 
rse of ideological 
conservatism, He 
and other hardliners 
launched a ferocious 
attack on liberal ar- 
tists. But when the 
conservative tide re- 
ceded, He reportedly took long sick leave 
and even attempted to resign 

Born in Shandong, He showed literary 
talent at an early age, though his artistic 
career saw little progress in later years. At 
15, he began publishing his first poems in a 
ined g newspaper. A year later, He 

e Lu Xun arts academy in Yanan, 
cgi communist revolutionary base. At 27, he 
was awarded the Stalin literary and art prize 
. for co-authoring the libretto of the modern 
revolutionary opera The White Haired Girl. 

In the 1960s, He held senior positions at 
various literary associations, but was dis- 
graced during the Cultural Revolution. In 
1978, he reappeared as the vice-minister of 
culture, a position he held until May 1982. In 
1980, he assumed his present job, under un- 
compromising ideologue Deng Liqun. 





A martyr in waiting 


Sabah's former deputy chief minister, Datuk 
Mark Koding, 39, stripped of his ministerial 
posts last month, is hoping that the martyr's 
formula which thrust Chief Minister Datuk 
Seri Joseph Pairin Kitingan into power in 
1985 will similarly work for him. Koding 
now faces disciplinary action in the Parti Ber- 
satu Sabah (PBS) and may be sacked — by 
none other than Pairin himself. 

Koding has been a politician for 13 years 
and an MP since 1978, when he promptly 
caused an uproar in parliament over a 
speech he made on vernacular schools. 
Sabah's Chinese and Indian communities 
were incensed and Koding was charged 
with sedition. He later apologised with the 
explanation that the speech was not his own 
but had been written for him. 

Koding was born in Ranau, home of the 
indigenous Dusun people whose United 
Sabah Dusun Association he now leads, 
and was among the first batch of home- 
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grown law graduates from the University of 
Malaya. He first won the Kinabalu seat on 
an independent ticket, then joined the Ber- 
jaya party. In early 1985, when Pairin took 
on Berjaya in the state elections, Koding was 
the first politician of any significance to join 
Pairin's fledgling PBs. Today he has come 
out in support of a newly formed splinter 
party which plans to take on the PBs at the 
next elections. 


Magnate’s bid for the big time 
Hongkong property and hotel magnate Lo 
Yuk-sui, 45, has a flair for the dramatic. In 
1988, he attempted a share-swap takeover of 
Hongkong and Shanghai Hotels, a com- 
pany only slightly smaller than Lo's five 
Hongkong-listed firms combined, with just 
a 1% holding. Now he proposes to rescue 
ailing Australian property and retail venture 
Hooker Corp. with another low-risk — and 
just as likely unacceptable — bid. 

Lo's second attempt to vault into the 
global league comes in the wake of an envi- 





ably successful, though controversial, career 
as a corporate financier. Son of a Chiu Chow 
property magnate, Lo attended St Joseph's 
College in Hongkong and finished his ar- 
chitectural degree at Hongkong University. 
After founding his own design practice in 
1971, Lo 13 years later joined Australian 
financier Bill Wyllie against his father and 
younger brother in a nasty, and for Hong- 
kong, unprecedented family corporate 
power struggle. 

Wresting control of one arm of the family 
business, called Paliburg Investments, Y. S. 
Lo has since built up a majority stake in eight 
listed companies in Hongkong and the US 
and parlayed a single ailing hotel property 
into what last year became the 20th-largest 
lodging chain in the world. To date, how- 
ever, the ascension of Lo, who favours wide 
striped ties and natty handkerchiefs, to the 
front ranks of Hongkong wheeler-dealers 
has been frustrated by his inability to pur- 
chase a major asset such as Hooker. 
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Distiller s diversified brew 
Having inherited South Korea's premier 
liquor distillery two years ago, Jinro group 
chairman Chang Chin Ho, 37, has acquired 
an insatiable thirst for corporate takeovers. 
At almost every executive boardroom meet- 
ing, his theme is “moving out of the de- 
dining liquor business" and diversifica- 
tion. 

His aides say Chang is worried that 
South Korea's rising standard of living is 
steadily eroding the market for soju liquor, 
the country's traditional spirit. As people 
have more money to spend and more 
sophisticated tastes, they are neglecting the 
fiery soju in favour of smoother beer and im- 
ported whisky. 

Chang is diversifying at a breakneck 
speed. After setting up a giant advertising 
company called Saegreen in June, the fol- 
lowing month he invested Won 6.5 billion 
(US$9.7 million) in Yonhap Electric Cable, 
one of South Korea's four biggest cable mak- 
ers. In August, he took over the small Cho- 
sun Pharmaceuticals for Won 355 million, 
hoping to gain a foothold in the huge phar- 
maceutical business. 


Ambassador's parting shot 


All British ambassadors are 

“wag the flag” around a world of diminish- 
ing British influence, but the ambassador to 
Bangkok, Derek Tonkin, 59, has done this 
with a particular zeal. Tonkin, who retires in 
October, has spent a lot of time recently cor- 
recting a historical misconception that, after 
World War II, a victorious Britain tried to col- 
onise Thailand. 

A book by Canadian David van Praagh 
— serialised in a Thai English-langu- 
age newspaper recently — claims that 
Britain, angry at Thailand's collaboration 
with Japanese forces, tried to force the 
Thais to pay compen- 
sation in rice and 
perhaps territorial 
sovereignty, culminat- 
ing in the Anglo- 
Siamese Agreement in 
January 1946, 

Some older Thais 
who have not read 
their history careful- 
ly still believe this. 
Tonkin, in a long 
riposte in The Nation newspaper, pick- 
ed substantial holes in the author's rese 
and alleged facts. “There comes a time when 
you have to show а bit of concern abo. 
historical facts,” commented the soft- 
spoken, and ultra-diplomatic Tonkin, who 
speaks fluent Thai and a bit of Vietnamese 
and Khmer after spending yeu in ET 
dochina. 
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‘Dissident’ advocated armed struggle 
Asia Watch's Kenneth Roth portrays Chia 
Thye Poh as a harmless "dissident" who 
^had never advocated violence" and had 
been detained by the Singapore Govern- 
ment for his involvement in a "struggle for 
democracy" [THE 5TH COLUMN, 7 Sept.]. 

Chia was a member of the Communist 
Party of Malaya (CPM). He was also a mem- 
ber of the Barisan Sosialis, a pro-communist 
political party in the 1960s. He openly advo- 
cated violence and armed struggle as a 
means of overthrowing the government. 

On 24 April 1966, he made a speech in 
Ipoh, Malaysia, calling on the people of 
Malaya and Singapore to "emulate the 
struggling spirit of the Vietnamese as well as 
their experiences and lessons . . . they have 
not only fortified their thoughts but also re- 
sorted to armed struggle. 

^. , . socialist workers must follow the 
example of the Vietnamese . . . so that they 
are unanimous in not only fortifying their 
thoughts but also resorting to armed action. 

“The armed struggle of the Vietnamese 
will soon break out in Malaya. Therefore we 
must make the necessary preparations to re- 
vive this sort of struggle." 

As a result of this speech, the Malaysian 
Government permanently banned Chia 
from entering Malaysia. 

On 29 July 1966, Chia made another 
speech to a leftwing trade union in Singa- 
pore. He said: ". . . in order to topple the 
reactionary regimes [in Malaya and Singa- 
pore], we must first combine with the 
people in Malaya to form a worker-peasant 
alliance . . . if we can unfold a struggle by 
coordinating the struggle experience of the 
Vietnamese people with our local condition, 
we firmly believe that all obstacles will be 
overcome!” 

This speech was published in the union's 
bulletin. 

The Barisan Sosialis was never known 
for struggling for democracy. In October 
1966, its members of parliament resigned en 
masse, and later boycotted the 1968 general 
elections. Chia himself stated after resign- 
ing: ^... we are now taking our struggle to 
the streets. We are going to strengthen our 
extra-parliamentary struggle. It takes va- 
rious forms — street demonstrations, pro- 
test meetings, strikes." 

This was precisely what the Barisan 
Sosialis did in the next few years — a Sin- 
gaporean echo of the Cultural Revolution 
then in progress in China. 

Chia has been detained longer than any 
other detainee because, unlike them, he has 
refused to renounce the CPM cause. Even in 
detention, Chia suborned several wardens, 
using them to send folded slips to communi- 
cate clandestinely with other detainees. 
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: you. "go. dd the government." In 1988, 
75 candidates belonging to seven opposition 
political parties contested the general elec- 
tions. None was arrested for "go[ing] 
against the government." SEAH THIAN PAU 

Press Secretary to 
Singapore Minister for Home Affairs 


Manila's optimistic shipping plan 

The report Privatisation runs foul of politics 
[FOCUS, 7 Sept.] was too optimistic about the 
Philippine Government's plan to develop 
the Manila International Container Terminal 
[MICT] as a major trans-shipment centre in 
Asia. 

MICT had a container traffic of 201,800 20- 
ft equivalent units (TEUs) in 1988; by com- 
parison, Hongkong had 4.03 million TEUs 
(ranked first in the world), Singapore 3.4 
million (second), Kaohsiung 3.08 million 
(fourth), Kobe 2.23 million (fifth), Pusan 2.2 

‘million (sixth) and Keelung 1.67 million 
(eighth), according to Containerisation Inter- 
national Yearbook s figures. 

Take Kaohsiung’s 3.08 million, fot'exam- 
ple. Of that figure, 1.10 million was for 
trans-shipment, and some percentage of it 
was bound for or was shipped from Manila, 
so it can be concluded that trans-shipment is 
indeed an important factor in a port's vol- 
ume. With such a huge difference between 
Manila and its neighbours, it will not be easy 
to catch up. 

To be a major trans-shipment port re- 
quires either a geographical position along 
the linehaul route or a substantial trade vol- 
ume to attract vessels. The latter is even 
more important than the former. Suppose a 
port has a good geographical position but lit- 
tle volume, it will then attract mostly smaller 
feeders, which will trans-ship the containers 
on to bigger linehaul vessels docked at big- 

ger neighbouring ports, and its volumes will 

then be "absorbed" into the bigger port's 
trans-shipment figure. 
d 


DAVID YU 


Allegation based on factual error 
The thrust of the artide Heavy-water 
drought [31 Aug.], regarding the alleged 
clandestine purchase of heavy water by 
India, seems to be based on calculations 
about the requirements of heavy water by 
India. The article stated that Madras I and П 
plants require 480 tonnes, Narora-I 240 ton- 
nes and Dhruva 100 tonnes — a total of 820 
tonnes of heavy water on an annual basis. 
However, it is a simple technical fact that 
pressurised heavy-water reactors require 
heavy water approximately at the rate of 1 
tonne per 1 MW of installed capacity of elec- 
tricity generation for initial start-up. There- 
after, the requirement of heavy water on an 
annual basis is restricted to replacement due 
to operational loss which is usually not more 
than 5% per year. Both Madras I and II as 
well as Narora-I plants have an installed 
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capacity of 235 MW each and as such, it is 
not clear as to how the amount of 820 tonnes 
a year was calculated. 

The article contained a serious factual 
error and it is unfortunate that the allegation 
regarding the clandestine purchase of heavy 
water by India is based on this error. I would 
like to reiterate that India has not imported 
any heavy water through clandestine 


means. M. K. LOKESH 
Deputy Secretary to the 
Bombay Government of India 


>» The REVIEW regrets its error in calculating the 
total heavy-water requirement but stands by the 
gist of the story — that India faces a shortage and 
has attempted clandestine imports. 


Aquino must seize initiative 

After a recent visit to my hometown of 
Cebu, I can only agree with the main points 
of The boss system [COVER STORY, 14 Sept. ]. 
The central government in Manila is in dis- 
array; it is ineffective in performing basic 


governmental functions, and it is in danger 


of becoming irrelevant as the outlying re- 
gions pursue their own course. 

Some irreverent Filipino observers have 
said that the current cabinet in Manila is the 
most incompetent and ineffective since in- 
dependence; some even say that Corazon 
Aquino could not win an election today be- 
cause of the poor performance of her admin- 
istration. 

Yet I believe that Aquino can turn the 
situation round: she can bypass the lethargic 
and ponderous bureaucracy in Manila by 
dealing directly with the regional “bosses,” 
giving them the support and resources to ac- 
complish what the national government has 
so far failed to do, that is, spend the funds 
donated by foreign governments on infra- 
structure projects which are sorely needed. 
And if she has to sack half of her cabinet to 
accomplish this, so much the better. 

Another coup within Aquino’s grasp 
would be to seize the initiative in solving the 
festering insurgency problem. She can de- 


clare a unilateral ceasefire and thus force the 


New People’s Army to accept it, lest they 
lose the propaganda battle. If the ultra right- 
wing government of El Salvador has found 
enough sense to talk to its communist guer- 
illas, there is no reason why the Philippine 
Government cannot do so. 

Beverly Hills, California EUGENE V. CORAZO 


Junta sees conspiracies everywhere 
As the brutal repression of Burma's pro- 
democratic forces continues, the State Law 
and Order Restoration Council has branded 
the opposition parties as being manipulated 
by "communists" and "rightists" who want 
to gain power by destroying the country. It 
has also accused diplomats and the foreign 
media of supporting these "subversive" ele- 
ments. 


FAR EASTERN ECONOMIC REVIEW 





This proves the desperation of the junta 


as it comes under international and domes- = 


tic pressure. But what mandate does it have 
for its actions and denunciations? The junta 
comprises a group of soldiers (not represen- 
tative of the army as a whole) who took 
power by the use of force. 

The people of Burma need the solidarity 
of the international community in our fight 
to be free of this tyranny. 
жи 


India's debt to the Parsis 
Some of the apprehensions expressed about 
the Tata group of India in Lincoln Kaye's 
three articles [REVIEW, 24 Aug.] are not well- 
founded. The group is managed in a mark- 
edly different style from many of the big in- 
dustrial houses of India, which are moving 
away from the old pattern of control and ad- 
ministration due to differences of opinion 
among the second, third and fourth genera- 
tions of top management. 

The House of Tata, under the able leader- 
ship of chairman ]. R. D. Tata, gives its man- 
agers freedom of expression and action. 
Also, and most important, the group was 
founded and is administered by a handful of 
Parsis along with many non-Parsis. There 
are only about 100,000 Parsis in India, a 
country of more than 800 million peo- 
ple, but their contribution to industry, 
science, education, and panty has been 
phenomenal. 

The character of Parsis will ensure that 
the group is not allowed to disintegrate like 
other big industrial houses. We Indians are 
grateful to this small community for what it 
has done for India. 
New Delhi 


T. K. MENON 


How to be well-informed... 

I have just returned from an extensive trip 
abroad in the course of which I was talking 
to a business contact in Pakistan. He was 
so surprised at my knowledge of current 
events in his home country than he asked 
me the name of my correspondent. I said I 
had been reading nothing more than the re- 
ports of Ahmed Rashid in the REVIEW. 

I must also express my regard for the arti- 

cles on Malaysia by Nick Seaward and those 
on transport matters by Michael Westlake. 
Also, I urge you to continue with the more 
general articles that appear in ARTS AND SO- 
CIETY, 
San Francisco GEORGE MOORE 
I have been reading the REVIEW since the 
early 1960s and find it the best possible 
source of information about Asia. 

With particular pleasure I read Philip 
Bowring's GUEST TRAVELLER'S TALES [7 Sept. ]. 
His approach to the discussion of the future 
of Europe was refreshing, great fun and still 
basically serious. 
Stockholm 
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With what Vietnam 
says are its last 
troops in Cambodia 
heading home in a 
blaze of publicity on 
26 


peace hardly seems 
at hand. Instead, 
the conflict in that 
war-racked country 
== == = seems rather to be 
entering a new phase. Hanoi appears 
confident that its creation, the Hun Sen 
government in Phnom Penh, will survive 
and gradually gain respectability with both 
Khmers and foreign countries. Peking is 
equally determined that the Vietnamese 
will not get away with this, and will 
continue to arm the feared Khmer Rouge, 
who apparently now have the infamous 
Pol Pot back in command of their troops. 
From Bangkok, the REVIEW's chief 
correspondent Rodney Tasker and 
Indochina specialist Murray Hiebert report 
the transition from failed diplomatic 
attempts to find an overall settlement 





towards a test of strength in the field, while _ 


Peking bureau chief Robert Delfs discusses 
the reasons for China's intransigence. 
Meanwhile, Washington bureau chief 
Susumu Awanohara reports that Hanoi 
has not yet satisfied the West that it has 
done enough. Hiebert and defence 
specialist Tai Ming Cheung look at plans 
for a peacetime army. 20 


Cover photograph by Kraipit Phanvut/AFP. 
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Taiwanese Think-Tank 


US assistant secretary of state for East Asia 
and the Pacific Richard Solomon on 13 
September received a group of visiting 
Taiwanese scholars exploring ways to 
enhance Taiwan's position in international 
economic organisations such as Gatt and 
the OECD. The group — which had asession 
at the prestigious Brookings Institution on 
11-12 September attended by several US 
Government officials — was organised by 
the Taiwanese Institute for National Policy 
Research, financed by the Evergreen 
group and apparently close to the 
opposition. The institute is one of several 
serious research organisations cropping 
up in Taiwan’s increasingly pluralistic 





Regional Affairs 


China : Corruption 

Hainan province's governor is dismissed 
as the conservative government in Peking 
cracks down on reformists in the south 10 


Philippines : Massacre 

Two army prosecutors break ranks to 
dispute the acquittal of 20 soldiers in the 
so-called Lupao massacre of 17 civilians, a 
benchmark human-rights case in which 
President Aquino had taken a personal 
interest 11 


Sri Lanka : India 

Colombo and New Delhi sign an 
agreement on the withdrawal of Indian 
troops by the end of the year 12 


Singapore : Courts 

Businessman Allan Ng withdraws his 
allegations against officials and pleads 
guilty to insider trading 13 


political environment. While the delegates 
at the Brookings meeting predicted 
possible moves by Taipei to capitalise on 
Peking's diplomatic image problems 
following the 4 June massacre, the 
institute's declared strategy is to be flexible 
and not upstage or antagonise China. 


Rural Decline 


Tens of thousands of workers in 
Guangdong province's once booming 
rural industries are likely to lose their jobs 
in coming months as state banks rein in 
credit and market demand weakens. 
Trade officials in the southern Chinese 
province say that not only were there 
fewer processing contracts signed with 
Hongkong this year but that domestic 
demand for many popular items has 
evaporated. To make matters worse, 
banks will no longer lend to rural 
enterprises; instead they are pressing for 
early repayment of old loans. 
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Philippines : Marcos Money 

The wrangling about Operation "Big Bird" 
— the failed attempt to separate Marcos 
from US$213 million of his alleged Swiss 
bank hoard — goes on, though it is still 
unclear who was trying to bilk whom 19 


Thailand : Military 

The annual reshuffle of the military top 
brass brings the Class 5 graduates to 
prominence 26 


Indonesia : Succession 

President Suharto warns against any 
unconstitutional moves against him in a 
surprise airing of the political succession 
issue 31 

India : Elections 

The Bofors arms- scandal takes 
on renewed intensity as the opposition 
gears up for elections due soon 32 


Foreign Relations : South Korea 

Seoul businessmen say full diplomatic ties 
are needed before they can respond to 
Moscow's trade overtures 34 


Burma : Politics 

The government claims the opposition is 
linked with both the Left and the Right and 
strikes out at alleged foreign interference in 
domestic affairs 36 


South Korea : Religion 

A forthcoming visit by Pope John Paul II 
has highlighted a schism within the 
country's Roman Catholic community, 
rooted in differences over reunification 38 


Belgrade Upgrade 

Yugoslavia plans to make its new 
diplomatic and economic relations with 
Seoul fairly substantial, having resisted 
North Korean pressure. Apart from the 
impending announcement on opening an 
embassy in Seoul, probably in November, 
the Yugoslav national airline hopes to 
establish an office in Seoul to ply the 
Belgrade-Seoul route. At the same time, 
the Yugoslav Tanjug newsagency is 
thinking of setting up a Seoul bureau. 


Company Disposal 

The Hongkong Government has already 
eliminated one of three companies hoping 
to build and operate the territory's first 
chemical waste treatment centre, à 
contract likely to be worth HK$1.5 billion 
(US$192.3 million) over a 15-year period. 
The bid by Shui On Construction failed to 
meet project specifications laid out by the 
Environmental Protection Department, 


28 SEPTEMBER 1989 





Banking 
In its annual survey of banking trends, 
Review 
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Human trafficking is the catchword 
applied to increasing reports of women 
being kidnapped 125 
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Despite Benazir Bhutto's victory, women 
in Pakistan remain shackled by 
discriminatory laws 128 
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Thailand : Investment 
Government efforts to lure foreign 
investment to the provinces are being 


helped by the soaring cost of doing 
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coastal to deep-sea fishing 138 
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thus bringing the final choice to two 
groups led by Waste Management Inc. of 
the US and Leighton Constructors of 
Australia. 


Burmese Oil Options 


The Burmese 
Government is 
expected to announce 
late this month or in 
October that it will 
allow three foreign 
firms to explore for oil 
onshore. The main 
area for exploration 
will be the upper 
Chindwin River basin 
and the country's de facto leader, Ne Win, 
will personally select these three 
companies. The US company Amoco, 
British Petroleum and Japanese interests 
are among the most likely candidates for 
the promised concessions. Amoco's 
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set to step back from the brink of 
insolvency 160 


Malaysia : Companies 
Publicly listed Guinness Malaysia and 
Singapore-based Malayan Breweries are 


expected to merge by following regulatory 
approval 161 


Malaysia : Commodities 
Tin prices dip to their lowest levels for 
seven months 161 


Japan : Banking 

Dai-Ichi Kangyo Bank buys a US$1.3 
billion stake in CIT, a finance company 
owned by Manufacturers Hanover of the 
US 162 


Thailand : Shipping 

Bangkok's plans to privatise operations at 
the new deep sea port of Laem Chabang 
are put on hold aftera strike 162 


special envoy, Daniel Rose, who died in 
July, had a personal relationship with Ne 
Win that dated back to the 1940s. 


New Security Threat 

Thai security forces are monitoring more 
closely the activities of an organisation 
calling itself the red Thai movement in the 
country’s remote northeastern area as 
Vietnamese troops withdraw from 
neighbouring Cambodia. The organisation 


is thought to have been formed in 1983 as a * 


"pre-dawn liberation force," with 
members being trained by the Vietnamese 
in Cambodia to engage in subversive 
tactics over the border. Thai intelligence 
thinks it may be the same group as one 
known as “pak mai," or new party, which 
also surfaced at that time. It is reported to 
have been particularly active in the 
northeast Thai provinces of Ubon 
Ratchathani and Sisaket, near the 
Cambodian and Lao borders, since last 
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December. The Thai authorities are 
concerned that while the movement has 
yet to pose any major security problem, 
the Vietnamese might use it to stir up 
trouble after they leave Cambodia. 


Abri's Cathedral 


Pope John Paul II will consecrate a new 
cathedral paid for by the Indonesian 
armed forces (Abri) and the central 
government when he stops in Dili, East 
Timor on 12 October. Abri contributed a 
sum of US$235,000 for the completion of 
the US$616,000 cathedral in largely Roman 
Catholic East Timor, one of the more 
expansive gestures yet made under the 
political-developmental side of its 
"dual-function" doctrine. While in Dili, 
one of five stops the Pope is making in 
Indonesia, the pontiff will meet with 
Roman Catholic leaders who have been 
strongly critical of Indonesia's actions in 
the former Portuguese territory. 
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CHINA 


Peking sacks Hainan's governor and Guangdong trembles 


North wind doth blow 





By Louise do Rosario 


eking's recent dismissal of Hainan 
P province’s governor may signal 

a wider purge encompassing 

China's relatively independent 
southern provinces, as the new central 
leadership in the capital asserts its authority 
in the aftermath of the June political sup- 
pression. 

Conservative leaders in Peking have long 
frowned upon the free-wheeling economic 
practices and the increasing independence 
of the south — especially in Hainan and 
Guangdong provinces. With the June oust- 
ing by the conservatives of party chief Zhao 
Ziyang, whose support for the south gave 
the region much political as well as eco- 
nomic leeway, Guangdong and Hainan are 
being subjected to greater political discipline 
from Peking. 

If the central government can demon- 
strate its ability to rein in these two “way- 
ward” provinces, all others, the authorities 
believe, will fall into line and come to accept 
more conservative economic policies, which 
are to be introduced under a three-year re- 
trenchment plan now being drafted. 

Also, by placing its own people in the 
two southern provinces, Peking can neu- 
tralise what is regarded as Zhao’s most im- 
portant power base. Zhao had frequently 
used the two provinces as a testing ground 
for the introduction of sensitive reforms, 
especially when reforms in the rest of the 
country stagnated. 

There have been persistent rumours that 
several top Guangdong officials may be re- 
placed soon. These include: Ye Xuanping, 
Guangdong’s governor; Yu Fei, a vice-gov- 
ernor; Li Hao, mayor of Shenzhen, host 
to a major special economic zone (SEZ); and 
Liang Guangda, mayor of Zhuhai, host to 
another SEZ. All, except Li, have worked in 
Guangdong for years and are considered to 
have a strong sense of loyalty to the pro- 
vince. In contrast, Lin Кио, the province's 
party boss, has adhered closely to the 
centre’s line and is expected to remain in of- 
fice. 

There have been reports that the central 
authorities have been trying to lure Ye to Pe- 
king with promises of a vice-premiership or 
a seat on the powerful party politburo. 
Whether Ye would want to leave his en- 
trenched bastion in Guangdong for the un- 
certainties of political life in Peking is an 
open question. While Ye, son of late mars- 
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hal Ye Jianying, may have enough impor- 
tant party and military ties to resist a demo- 
tion or, indeed, move up to Peking, the fate 
of the other less well-connected officials is 
uncertain. 

In Hainan, the dismissed governor, 
Liang Xiang, 70, has been replaced by Liu 
Jianfeng, Hainan’s former deputy party 
boss and a former vice-minister in the Minis- 
try of Electronics. If liberal Guangdong offi- 
cials are replaced by technocrats like Liu 
from the centre, there may follow a signi- 
ficant retreat from Guangdong’s existing 
open-door and reformist policies, which 
have made the south the fastest-growing re- 
gion in China. Any reshuffle, however, may 





Liang, centre: corruption claim. 


be conducted in a gradual, low-key manner 
to project an image of continuity in an area 
where foreign and Hongkong businessmen 
have invested much money. 

On 14 September, Peking announced 
that Liang had been removed from office for 
abusing his power for personal gain. While 
not charged with breaking any law, Liang is 
accused of allowing his wife and sons to 
speculate in property and in imported motor 
vehicles. Liang also allegedly arranged for 
his son to reside in Hongkong and used 
public funds to pay for private banquets and 
even for personal clothing. 

By southern China standards, the pub- 
lished allegations against Liang are petty but 
are nevertheless being used extensively in 
official propaganda as evidence of Peking’s 
determination to curb corruption. 
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Liang’s dismissal came as a shock to for- 
eign and Hongkong investors, who had es- 
tablished close working links with Liang, 
and to local officials, who themselves have 
engaged in practices similar to those that 
brought Liang’s career to an end. 

Liang’s departure casts a long shadow 
over the future of Hainan, a backward 
minority region. Liang had been aggressive 
in promoting Hainan as a free port, leasing, 
land to foreign investors, setting up a free 
tariff zone and calling for the diversification 
of ownership away from the state. 

Although Liang was not popular with is- 
land officials because he practised nepotism, 
he was still a leading pioneer of reform. 
Analysts believe he was punished more for 
promoting radical reforms and being too 
close to Zhao than for corruption per se. 
Liang is said to have helped Zhao's son, 
Zhao Erjun, to establish the profitable Hua 
Hai Trading Co. in Hainan. A source said 
another mistake Liang made was to allow 
political dissidents to flee overseas via 
Hainan in the wake of the 4 June military 
crackdown on the student-led democracy 
movement. The investigation into Liang’s 
activities continues. 


hile Hainan has suffered its 
first major casualty of the anti- 
corruption campaign, Guang- 
dong’s situation is still unclear. 
Although Guangdong has been the most 
economically autonomous province in 
China, its influence with the centre began to 
wane after a nationwide austerity drive was 
launched a year ago. 

Although Guangdong is self-sufficient in 
capital, it relies on other provinces and, in 
some cases, foreign markets for grain, fuel 
and raw materials. While its markets were 
open, the province was able to purchase 
these commodities both at home and 
abroad. But with last year’s re-imposition of 
centralised control over the supply of many 
essential commodities and over imports, 
Guangdong’s economy has come under in- 
creasing strain. 

Guangdong’s strength lies in its ties with 
Hongkong and the outside world. It gener- 
ates one-third of all China’s foreign-ex- 
change earnings and is home to three SEZs, 
on which Peking has spent billions of ren- 
minbi establishing the enclaves as invest- 
ment havens for foreigners. Provincial offi- 
cials, arguing that a continuity of policy and 
personnel is important in keeping Hong- 
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kong and foreign investment flowing, hope 
to be able to maintain its open-door policies 
and retain its competent leaders. 

While Zhao was in power, Guangdong 
had some limited success in urging Peking 
to grant it special treatment so that it could 
continue to achieve double-digit growth de- 
spite the national austerity effort. Now, it 
can count itself lucky if it can retain these 
benefits. Peking may want, for example, a 
bigger share of the province's hefty for- 
eign-exchange income and budget re- 
venue. 


In anticipation of hard times ahead, 
Guangdong initiated its own house-clean- 
ing in June, pursuing most vigorously an 
anti-corruption campaign. 

Even as Guangdong's economic inde- 
pendence is being reined in, Peking is inten- 
sifying its efforts to curb independence 
of another sort — that of journalists — 
by singling out the defunct Shanghai- 
based weekly World Economic Herald. The 
weekly had been unique in airing con- 
troversial views, but was closed down in 
April by then Shanghai party boss Jiang 





PHILIPPINES 


Army prosecutors attack soldiers’ acquittals 


Breaking ranks 





By Margot Cohen in Manila 


n an extraordinary challenge to the mili- 

tary justice system, two military pro- 

secutors have broken ranks to oppose 
formally the recent court martial acquittal 
of 20 soldiers charged with the so-called 
"Lupao massacre" in 1987 — the most 
widely publicised human-rights case to 
come to trial since President Corazon 
Aquino took power. Seventeen civilians, in- 
cluding six children and two octogenarians, 
died in the incident in the central Luzon pro- 
vince of Nueva Ecija. 

In a report obtained by the REVIEW, Maj. 
Victorio Tabanguil and Maj. Jose Montero 
told Armed Forces of the Philippines (AFP) 
chief of staff Gen. Renato de Villa that they 
believe at least four of the accused should 
have been found guilty, based on positive 
identification made by six witnesses. Fur- 
ther, they wrote: "The prosecution still 
maintains that the 20 accused in the said 
case should have been convicted by the 
court." 

While military prosecutors may person- 
ally disagree with court martial verdicts on 
occasion, putting such opinions in writing is 
extremely rare, if not unprecedented. Said 
former judge advocate-general Brig.-Gen. 
Samuel Soriano: "In my more than 30 years 
service, І never saw anything like this.” 

But if the prosecutors' decision was un- 
usual, so was the case. The "Lupao mas- 
sacre" was arguably the most significant 
human-rights case tried since the restoration 
of democracy in 1986 — in terms of the num- 
bers killed, the degree of domestic and inter- 
national attention generated and the per- 
sonal involvement of Aquino, who prompt- 
ly went to Lupao to comfort the survivors 
and offer financial help. 

Spurred by Aquino's concern, both the 
Presidential Committee on Human Rights 
and the AFP’s provost marshal-general con- 
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ducted remarkably thorough investigations. 
They reported that on 9 February 1987, villa- 
gers allowed a group of New People's Army 
(NPA) guerillas to spend the night in their 
huts. The following morning the rebels am- 
bushed an approaching 14th Infantry Battal- 
ion patrol, killing its leader, Lieut Edgardo 
Dizon, and wounding another soldier. 
Army reinforcements arrived, though in- 
vestigators failed to pinpoint the time. 
Villagers told civilian and military au- 
thorities that during the encounter they ran 
for cover in a nearby creek and rice paddies. 
When the firing subsided, they emerged 
from hiding and alerted soldiers to their civi- 
lian status. The soldiers accused them of 
being rebels. One man was stabbed to death 
and then the rest herded back to their 
homes, lined up and shot. The villagers said 
the soldiers set fire to the huts, but a number 
of the wounded managed to escape the 
flames after feigning death. The version later 
offered by members of the army patrol was 
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Marissa Gante lost a hand and family. 
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Zemin, now the party's general secretary. 

On 18 August, the official Xinhua news- 
agency carried a lengthy attack on the 
weekly. Three of the weekly's staff are un- 
der arrest and its editor, Qin Benli, is under 
surveillance. Travel documents of other staff 
have been seized. A party investigation 
team has been trying to link the weekly's 
staff to the April-June pro-democracy tur- 
moil and'to "subversive foreign forces." 
Sources say that the Herald could be closed 
down or relaunched with a new staff and a 
conservative editorial policy. » 


that the villagers had been caught in the 
crossfire during the NPA encounter. 

Manila dailies played up the case for 
more than two years and, more recently, 
published editorials decrying the 13 July ac- 
quittals. However, actual reports of the trial 
were incomplete, and even Aquino seemed 
misinformed. "In the report, what was 
given to me . . . apparently there was a hesi- 
tancy on the part of witnesses to really come 
out and give additional information which 
would constitute substantial evidence," she 
told reporters. 

Were that the case, Lupao would fall into 
the same category as countless other inci- 
dents, where justice remains beyond reach 
because witnesses feel too intimidated to 
testify. But the voluminous transcript of the — 
17-month-long court martial presents a dif- 
ferent picture. All six adult survivors did, in 
fact, tell their stories in lurid detail. 

However, last-minute testimony by two 
of the accused soldiers was more convincing 
for the court. After both the prosecution and 
the defence rested their cases, the soldiers 
found a new civilian lawyer. And on 13-14 
June 1989, 16 months after the start of the 
trial, Sgt Nestor Garcia and Pvt Gerry Basilio 
took the stand a second time and admitted 
that some of the civilians had, in fact, been 
murdered by the military. 

Although both Garcia and Basilio had 
been identified by survivors, they testified 
that they did not participate in the crime. 
They laid the blame on three members of a 
reinforcement team, who were not included 
on the charge sheet. The defence presented 
no evidence to support this eleventh-hour 
claim, other than the testimony of another 
court-martialled soldier whom witnesses 
had not identified. 

In his summation, prosecutor Montero 
argued that the court should favour the “sin- 
cere” testimony of the survivors over Gar- 
cia’s and Basilio's statements. But members 
of the court felt otherwise, as they explained 
in a four-page "rationale" of their unanim- 
ous decision to acquit: 

“The court honestly believes in good 
faith that the identification made by [the] ac- 
cused . . . carries great weight considering 
the fact that they are more familiar with their 
co-soldiers, they belong to the same com- 
pany and battalion, whereas identification 
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€ by prison witnesses is inherently 
unprovable, inconsistent with human ex- 
perience or against the natural course of 
things." The court did not specify why it 


viewed the survivors’ identifications as 
“inherently unprovable.” 

The “rationale” further stated that “the 
evidence of conspiracy has not been proven 
either.” This contrasts with the findings of 
pre-trial investigating officer Lieut-Col Faus- 
tino Montano, who reported to de Villa in 
March 1987 that “there is ample evidence on 
record to conclude that [members of the pat- 
rol] had conspired and mutually helped one 
another in killing and wounding the civi- 
lians to avenge the death of Lieut Dizon and 
wounding of Pvt Abril.” 

The court did recommend an investiga- 
tion of the three newly accused soldiers, 
along with the commander of the reinforce- 
ment team, who allegedly ordered Garcia 
and Basilio to keep quiet about the cir- 
cumstances of the incident. The AFP says 
these men are, in fact, under active investi- 
gation. 

But even if the four are eventually tried, 
both defence and prosecution lawyers in 
the Lupao case told the REVIEW that it 
would be extremely difficult for a court 
martial to convict them. It would be the 
word of one group of soldiers against the 
other — particularly in the stabbing inci- 
dent, the most obvious evidence that civi- 
lians had not simply been caught in the 
crossfire. The victim’s wife and daughter 
both identified Garcia as the man responsi- 
ble; they could not СОВУ testify to another 
soldier's guilt. 

In retrospect, the inclusion of the rein- 
forcement soldiers might have avoided this 
situation. In fact, both the government 
Human Rights Commission and the provost 
marshal-general recommended they be in- 
cluded — though the latter left some names 
off the list, notably those later implicated by 
Garcia and Basilio. The pre-trial investigat- 
ing officer made the critical decision to limit 
the court martial to the security patrol. And 
this decision was approved at the highest 
military levels. 

The massacre survivors were never 
given the chance to view a line-up of all 83 
soldiers and pick out those responsible. 
Their only opportunity to search for familiar 
faces came during the court martial, which 
began a year later. 

Ultimately, it makes little difference 
whether the prosecutors are correct in their 
assertion that the 20 soldiers should have 
been convicted. Under the Articles of War, 
court martial acquittals are final, and soldiers 
can claim double jeopardy if tried in civil 
courts for the same offense. Aquino was ad- 
vised earlier this year that she has no power 
to review court martial verdicts. But in a 
country where human rights has become a 
particularly loaded issue, the political life of 
the Lupao case appears likely to outlast its 
legal demise. E 
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Indian troop pull-out terms appear set 


hano 


By Manik de Silva in Colombo 


i ——————————————— ——— REP 


fter six weeks of protracted negotia- 





tions, Colombo and New Delhi 

reached an agreement on 18 Sep- 
tember providing for what Colombo hopes 
will be a total pull-out of Indian troops from 
the country's northeast by the end of this 
year and a suspension of the military offen- 
sive by the Indian Peace-Keeping Force 
(IPKF) from 20 September. 

The joint communiqué signed in Col- 
ombo by Sri Lanka's Foreign Secretary Ber- 
nard Tilakaratna and Indian High Commis- 
sioner L. L. Mehrotra did not commit New 
Delhi to a total withdrawal by 31 December, 
but said that "all efforts will be made to accel- 
erate the deinduction of the IPKF to complete 
deinduction by 31 December 1989." With 
the angry rhetoric of the recent past now 
muted, it is evident that both sides are keen 
on mending fences. 

Such an agreement seemed distant when 
Foreign Minister Ranjan Wijeratne returned 
to Colombo after a week in New Delhi in 
July-August, where he held talks with In- 
dian Prime Minister Rajiv Gandhi and his 
cabinet colleagues. Sri Lankan President 
Ranasinghe Premadasa had kept very close 
tabs on the negotiations and sent his top for- 
eign-affairs adviser Bradman Weerakoon 
to New Delhi late last month for further 
talks. In the event, Wijeratne and Gandhi 
met again in early September at the Non- 
Aligned Movement’s Belgrade summit 
where they wrapped up the deal. 

Premadasa had insisted that the propos- 
ed agreement ensure the sovereignty and 
territorial integrity of Sri Lanka, that his con- 
stitutional obligations as the executive presi- 
dent were not offended or eroded and that 
there was an unconditional cessation of the 
IPKF campaign in the northeast. The Indians 
wanted to link their military actions to the 
devolution of power to the predominantly 
Tamil northeastern province, but Colombo 
prevailed in its stand that devolution was an 
internal matter. 

The agreement provides for a phased 
transition of control of security in the north- 
east from the IPKF to the Sri Lankan au- 
thorities, including the police. The transition 
is to be monitored by a group made up of 
Colombo's minister of state for defence, the 
chief minister of the northeastern province, 
Colombo's defence secretary and the IPKF 
commander. In addition, a committee of po- 
litical parties and ethnic groups is to be ap- 
pointed to make recommendations to the 
security coordinating group to restore peace. 
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Despite the high-sounding communi- 
qué, Colombo is keeping its fingers crossed 
until the departure of the last Indian soldier. 
Indian newspapers, apparently reflecting 
their government's view, stated that the 
latest agreement did not guarantee a total 
pull-out of troops. An unnamed Indian offi- 
cial was quoted as saying that a complete 
withdrawal would depend on whether 
Sri Lanka's Tamils were assured of their 
safety. 

For more than two years Indian troops 
have been battling the Liberation Tigers of 
Tamil Eelam (LTTE) the dominant Tamil 
guerilla force which has not yet renounced 
its separatist stand. The LTTE has been in- 
volved in clashes with other Tamil groups, 
some of whom are favoured by New Delhi. 
In recent months, feeling the heat óf the In- 
dian onslaught, the LTTE began talking terms 
with Colombo. 

The 18 September agreement could at 
least temporarily end the clashes between 
the Indians and the LTTE. After the joint 
communiqué, Sri Lanka's Foreign Ministry 
pointed out that the LTTE had earlier express- 
ed its willingness to end hostilities against 
the IPKF on a reciprocal basis. Although the 
LTTE has remained silent on the 18 Sep- 
tember accord — having suffered heavy 
losses at the hands of the IPKF in recent 
weeks — analysts are confident Premadasa 
will be able to keep the LTTE in line. 

However, announcing the suspension of 
Indian military operations, IPKF commander 
Lieut-Gen. A. S. Kalkat stresséd that his 
troops would take appropriate action to 
maintain order and security, act against 
those engaging in military activity or at- 
tempting to disrupt normal life or com- 
munal harmony and crack down on those 
carrying weapons. Kalkat exempted body- 
guards of leaders, MPs and provincial coun- 
cillors from the "no weapons" rule. 

The Eelam People's Revolutionary Liber- 
ation Front (EPRLF), the Tamil group now 
running the northeastern provincial admin- 
istration, has the clear backing of the In- 
dians. The IPKF has been striving to reduce 
the military capability of the LTTE in the past 
few months and boost that of the EPRLF — 
which has set up a militia. 

The LTTE obviously will not agree to the 
EPRLF calling all the shots in the northeast 
and will undoubtedly seek a dominant role 
for itself — though its short-term strategy re- 
mains unclear. However a clash between 
the LTTE and EPRLF, which could again draw 
the IPKF back on to the offensive, cannot be 
ruled out. 5 
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SINGAPORE 


Ng withdraws conspiracy allegations and pleads guilty 


Tarnished (vcoon 





By N. Balakrishnan 
llan Ng, once considered the model 





dynamic Singapore businessman, 

had his business career effectively ter- 
minated on 16 September when a Singapore 
judge gave him a one-year jail term for an in- 
sider-trading offence which had netted him 
less than 5$50,000 (US$25,200) in personal 
profits. Ng has appealed against the sen- 
tence. 

Ng, the former deputy chairman of the 
United Overseas Bank (UOB), one of the 
country's largest banks, had shocked politi- 
cal and business circles in Singapore by 
charging last year that Attorney-General 
Tan Boon Teik, and UOB chairman Wee Cho 
Yaw had tried to "fix" him. Prime Minister 
Lee Kuan Yew had dismissed these allega- 
tions by Ng. In the event, before entering a 
guilty plea, Ng acknowledged that his alle- 
gations were completely without founda- 
tion and apologised. 

In January 1988 Ng became the first per- 
son to be charged under the Securities In- 
dustries Act of Singapore, which had been 
passed a few months earlier. The trial, 
which lasted 77 days, was the longest crimi- 
nal trial in independent Singapore's history 
and ended with Ng — who had vigorously 
contested every point raised by the prosecu- 
tion — making his sudden and dramatic ad- 
mission of guilt on 11 September. 

Ng's allegations against Tan and Wee 
were first aired in public in February 1988 by 
Lee during a long statement in parliament. 
Lee said then that Ng had made a police re- 
port the previous year saying that Wee had 
made nuisance calls to him but that the at- 
torney-general had decided not to take ac- 
tion on the matter because of Ng's collusion 
with Wee. Lee said that Ng also had ap- 
proached Singapore President Wee Kim 
Wee, Deputy Prime Minister Goh Chok 
Tong and J. Y. M. Pillay, the managing di- 
rector of the Monetary Authority of Singa- 
pore, over his disputes with UOB chairman 
Wee. Lee added that Pillay had arranged a 
meeting between the two in an attempt to 
settle the dispute. However, Lee did not 
link the insider-trading charge with the 
dispute between Ng and banker Wee Cho 
Yaw. 

Ng also had alleged that Tan had been 
dabbling in the stockmarket to the tune of a 
few hundred thousand Singapore dollars in 
1985 and that he suffered losses with the col- 
lapse of the Singapore market late that year. 
Ng further alleged that "someone else" had 
settled thé losses suffered by the attorney- 
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general. However, Lee told 
parliament at the time that 
there was no truth in Ng's al- 
legations against Tan. 

Ng was a self-made man 
who started out as an ac- 
counts assistant at UOB and 
went on to become the dep- 
uty chairman of the bank, 
chairman of the Association 
of Banks in Singapore and 
served on the key Economic 
Committee of Singapore 
under the prime minister's 
son, Trade and Industry 
Minister Lee Hsien Loong in 
1986. Following his depar- 
ture from UOB in 1987, Ng 
impressed the stockmarket by buying hotels 
and property close to the bottom of the cycle 
and was considered to be a dynamic busi- 
nessman. 

It was one of these property purchases 
that sparked Ng’s problems. Standard Char- 
tered Merchant Bank Asia (SCMBA) had 





Ng: fallen star. 


taken a 46% share in Sealion Hotels, a listed 
company which owned the Hyatt Hotel in 
Singapore, after one of its creditors had 
failed to service his loans. Ng was charged 
with having bought 1 million Sealion shares 
after supposedly obtaining inside informa- 
tion from SCMBA that trading in Sealion 
shares would be soon resumed. 

Ng publicly disclosed the 
purchase he supposedly 
made on inside information 
and, in the event, gained 
only $$50,000 from the 
transaction. In addition, 
Ng also was estimated to 
have lost about S$30 million 
from the forced liquidation 
of Sealion when the share 
price later collapsed. Follow- 
ing his guilty plea, Ng also 
had to agree to pay the pro- 
secution costs of 5$1.5 mil- 
lion. 

Former Standard Char- 
tered Bank manager in Sin- 
gapore, Michael Taylor — 
now resident in Britain — 
was convicted and fined $$12,000 on a re- 
lated charge in August. 

Ng will now be barred from being a di- 
rector of any company or taking part in man- 
agement locally for five years. Some sources 
in Singapore said that he is likely to emigrate 
once his legal affairs are settled. т 





Avenues of freedom 


` habeas co 


Roman Catholic Church worker Vincent Cheng, alleged by the Singapore Govern- 
ment to be the mastermind behind a "Marxist conspi to overthrow the gov- 
ernment, has repudiated a taped “confession” televised soon after his arrest in 
May 1987 and said that all his actitivites were solely motivated by his Christian 
faith. 

Cheng, who made his submissions through counsel during a 11-15 September 
rpus hearing in Singapore, has been detained without trial for more than 
two years under the Internal Security Act (ISA). Cheng also said in his submission that 
he was "slapped no less than 10 times" and mistreated during his interrogation. He 
said he was close to collapse during many nights of his interrogation. The Internal 
Security Department (ISD) officers concerned have filed affidavits denying the 


Cheng also said that he was "forced to sign" 10 pages of a statement setting out an 


alleged Marxist network, and that an elaborate chart shown on television delineating 


this network was prepared beforehand by the ISD and not by himself. 

Cheng explained his reluctance until now to seek the very limited judicial avenues 
available to him, by saying that the ISD director had assured him that he would be de- 
eine d caries onde anter d дило e ce crt Cheng said he was 
threatened with prolonged detention if he t legal recourse. The current habeas 
corpus attempt is Cheng's first bid to explore avenues to have his case heard. 
The ISD officers have denied that they gave any assurances to Cheng. 

The government's lawyer in Cheng's case argued that after recent amendments to 
the ISA, the t was no longer obliged to give reasons for detaining someone 
under the act. The court reserved judgment at the end of Cheng's hearing. In March 


a Singapore court turned down a habeas corpus application from another political de- 
tainee, Teo Soh Lung, whose case is under ap = N. Balakrishnan 
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Deng's public re-emergence 
quells ill-health rumours 


> Rumours about the health of China's 
85-year-old paramount leader Deng 
Xiaoping were dispelled when he made two 
public appearances this month. On 16 
September he assured Chinese-American 
scientist and Nobel Prize winner T. D. Lee 
that reforms and the open-door policy 
would continue. But he added that Chinese 
leaders would pay more attention to 
ideology and the problem of official 
corruption. The partly televised meeting 
was Deng’s first public appearance in more 
than three months. Diplomats said the 
decision for Deng to meet with Lee, rather 
than a Soviet or developing-world leader, 
was a clear signal that Deng sought to 
avoid the further erosion of Sino-US 
relations and halt the leftward drift in 
China's economic and social policies. On 
19 September, Deng, in a meeting with a 
Japanese parliamentary delegation, said 
their two nations must try to maintain 
friendly ties under all circumstances. It was 
the first meeting between Deng and 
foreign political leaders since the 
crackdown on student demonstrators in 
June. Delegation leader, former foreign 
minister Masayoshi Ito, said Japan would 
not isolate China and that he would ask his 
government to rescind its advisory 
notification against travel to Peking. 


New Foreign Office 
minister visits Hongkong 


» Francis Maude, the new British Foreign 
Office minister with responsibility for 
Hongkong, made his first visit to the colony 
on 16-19 September. On his departure, he 
called on China to restore confidence in 
Hongkong by recognising the concerns 
local people felt over the draft Basic Law, a 
constitution for the future special 
administrative region after China takes over 
sovereignty in 1997. However, Maude said 
China and Britain should hold talks in 
private to promote the colony's best 
interests, rather than "shouting 

what we are doing on the rooftop." 
Relations between Peking and London 
over Hongkong have been strained 

since the Chinese Government 

crackdown on democracy protesters 

in June. 


Gun-smuggling case prompts 
diplomatic upset in Manila 


№ US Ambassador to Manila Nicholas Platt 
on 19 September denied having leaked US 
Government documents which a Philippine 
senator claims linked President Corazon 


Aquino to a gun-smuggling case. 
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Congressman Nicanor de Guzman was 
stopped at Manila airport two weeks earlier 
after customs officials found 314 hand guns 
in his luggage. Sen. Ernesto Maceda urged 
Manila to demand an apology from 
Washington after the publication in the 
Philippines of a US Government document 
which observers said showed Aquino had 
approved the purchase of the guns. Platt, 
after calling on Aquino, said the information 
had been provided to the Philippine 
Government in confidence and not released 
by the US. 


Japan cautions against 
Northern Territories’ visits 

> The Japanese Government is urging 
people not to visit the Northern Territories 
following a spate of recent trips by Japanese 
journalists and others to the four islands 
lying off Hokkaido. A Foreign Ministry 
official said such travel implied that the 
Soviet occupation of the islands — disputed 
by Japan — was a fait accompli. The Soviets 
eased their visa restrictions on Japanese 
trips to the territories in December. People 
visiting the graves of relatives are exempted 
from the Japanese directive. 


Social indicators 


P ud 


Coroner says Taiwan 
oppositionist murdered 

> Yu Teng-fa, 87-year-old patriarch of 
Taiwan's opposition, was found dead from 
a head wound, lying naked in a pool of his 
own blood on the floor of his Kaohsiung 
home. A coroner said he had been 
murdered. Opposition figures, including 
Yu's daughter-in-law and grandson, 
hinted that the ruling Kuomintang (KMT) 
may have been involved. Some police 
sources, though, suggested the death may 
have been accidental or the result of a 
dispute involving sex or money, rather 
than politics. Investigators questioned the 
millionaire politician's housekeeper at 
length. Besides his long-standing feud 
with the KMT, Yu fought a running battle 
against Taiwan independence advocates 
within the opposition forces. 
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Malaysia enthrones 
its new monarch 
> Sultan Azlan Shah 
of Perak was formally 
installed as the Yang 
di-Pertuan Agong — 
Malaysia's king — on 
19 September. The 

title is held for five 
years on à rotating 
basis, decided by 
agreement among 
Malaysia's nine 
sultans. Azlan Shah distinguished 
himself as an internationally respected 
jurist and former lord president of the 
Supreme Court. 





The king. 


Provincial elections to 
complete South Korean reforms 
P Elections for provincial assemblies will 
be held across South Korea sometime 
before June 1990 in a resumption of a local 
autonomy system suspended by the late 
president Park Chung Hee in 1961, 
according to a timetable given by the ruling 
Democratic Justice Party. Each local 
assembly will have between 30 and 70 
legislators depending on population size, 
but direct election for mayors and governors 


| will be delayed until 1991, the party 


said. These elections will round up the 
institutional changes promised by President 
Roh Tae Woo as part of his democratic 
reforms. 


Kamunting makes bid 

for Malaysia's Star 

> Kamunting Corp. Berhad., which took 
over Multi-Purpose Holdings, the debt- 
ridden investment arm of the Malaysian 
Chinese Association (MCA) in June, is 
making a bid for the controlling shares of its 
English-language tabloid newspaper The 
Star. Kamunting inherited a 12% stake in 
the newspaper in the June deal and 
negotiations are under way to acquire 40% 
more at M$24 million (US$8.8 million) or 
М$6 per share. But editorial control remains 
a thorny issue. The MCA has managed to 
present Chinese views through The Star, 
one of two national English-language 
dailies. Its rival, the New Straits Times, is 
owned by the dominant United Malays 
National Organisation (Umno), the MCA's 
coalition partner, and presents a more 
mainstream, Malay viewpoint. Umno has 
long been interested in buying into The Star 
and though Kamunting is owned and 
managed by the Lim family, the company's 
previous links with Finance Minister Datuk 
Daim Zainuddin have raised concerns 

of renewed Umno interest. ү 
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Theneed for privacy attracted an industrialist 
to this quiet country estate 
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Thesame renee’ attracted him to Merrill Lynch. | 





From the moment he drives exchange and discretionary port- sultant. Or write in confidence to 
through the gates, he leaves the folio management. And they can Mr. Mario Brupbacher, Merrill Lynch 
cares of his busy day behind. count on a Merrill Lynch Financial Bank (Suisse) S.A., 7, rue Munier- 

To him, privacy isn't merely a Consultant to keep them abreast Romilly, 1211 Geneva 3, Switzerland. 
luxury, it is a necessity. of investment opportunities Or telephone the Bank 

This same quest led this Asian worldwide. at (41-22) 47-11-11. 
industrialist to Merrill Lynch Bank This is especially appreciated 
(Suisse) S.A., the ultimate in our by one Asian industrialist. As 
private banking network. much as he relishes his privacy, 

Our private clients can rely on he is not about to forsake 
a Merrill Lynch Private Banker to convenience. 
provide them with a full range of To find out how you too may 
Swiss banking services, including benefit from the services of 5 
multicurrency investments, Merrill Lynch Bank (Suisse) S.A., ° 
fiduciary deposits, foreign telephone your Financial Con- Merrill Lynch 
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PHILIPPINES 


Swiss caution protects Marcos — and Manila 


Guardian gnomes 








By Rigoberto Tiglao in Manila 


T estimony of officials appearing before 





a Philippine congressional commit- 

tee as well as a statement released in 
Switzerland by Manila's Swiss lawyers have 
confirmed the outlines of a failed govern- 
ment scheme undertaken in 1986 (REVIEW, 
17 Aug.) to hoodwink former president Fer- 
dinand Marcos into releasing assets he kept 
in Swiss banks. 

The scheme collapsed after a query by 
the main bank involved, Credit Suisse, 
alerted Marcos. But questions have been 
raised by the Swiss lawyers as to whether it 
was not the Philippine Government itself 
that was being conned, by a middleman 
banker working for himself or hand in glove 
with Marcos. 

Government officials involved — former 
Presidential Commission on Good Govern- 
ment head and now Philippine Senate presi- 
dent Jovito Salonga, Justice Secretary Sed- 
frey Ordonez and Philippine Ambassador 
to Berne Luis Ascalon — also maintain that 
they aborted the operation on the grounds 
that they were deeply suspicious of the go- 
between, investment banker Michael de 
Guzman, as well as of Finance Department 
official Gen. Jose Almonte, who also took 
part in the operation. 

The operation — codenamed "Big Bird" 
— sprang from de Guzman's success in con- 
vincing Marcos to transfer initially US$213 
million of assets under his control in Credit 
Suisse and its trust subsidiary, Fides 
Truehangesellschaft, to de Guzman's own 
bank in Vienna, Export-Finanzierungs- 
bank. 

Using an authorisation Marcos had is- 
sued to de Guzman, the Marcos assets 
would, unknown to him, have been 
moved to a Philippine Government 
account in the bank in Vienna. The 
US$213 million would have been the 
first money in Marcos-controlled 
Swiss accounts to have been re- 
covered by Manila. De Guzman 
daimed the total would have 
amounted to US$7 billion. 

The Philippine Government offi- 
cials blamed by de Guzman for 
the failure of the scheme have all 
confirmed these aspects of the 
operation insisting, however, 
that they felt that the flaw in the 
operation was the risk that de 
Guzman, who had been dose to 
Marcos supporter Gen. Fabian Ver's 
son, would double-cross them and 
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either run away with the money or put it in 
another Marcos-controlled account. 

In a statement issued on 20 July this year, 
three Swiss lawyers who had acted for 
Manila — Sergio Salvioni, Guy Fontanet, 
and Moritz Leuenberger — said they felt 
concern on the same score. Their inquiries 
found that the Vienna bank, controlled by 
de Guzman and associates, appeared to be 
in a "very critical" financial position and had 
had its bank authorisation withdrawn by 
Austrian authorities because of lack of 
funds. 

When Ordonez had gone to Vienna, he 
had been unable to register his signature at 
the one-employee bank — a move which 
would have made him Manila's legal repre- 
sentative and official custodian of the trans- 
ferred funds. It would thus have been im- 
possible to stop a possible diversion of funds 
by de Guzman. 

On the lawyers’ advice, Ordonez or- 
dered the money to be transferred instead to 
a Philippine Government account with Cre- 
dit Suisse in Zurich. The bank queried Mar- 
cos on the changed instructions, and he 
"reacted immediately with a telefax saying 
that the power of attorney was a fake, that 
he didn't authorise de Guzman and that his 
only representatives in Switzerland were his 
lawyers de Preux and the latter's colleague 
Nancoz." 

“It was, of course, a lie," Manila's 
lawyers claimed, "but this indicates that 
Marcos agreed with the previous order to 
transfer the money to the Export-Finan- 
zierungs-gesellschaft in Vienna. We all 
know that Marcos is not so stupid to have 
easily let go US$213 million of his deposits 

. It is safe to presume that he had made 
sure he was fully informed of what was 
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The Marcoses: who conned whom. 
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going on and he had organised the opera- 
tion which would ensure he would ulti- 
mately be the beneficiary of the transfer.” 

The lawyers claim the changed instruc- 
tions “saved the Philippines from the 
biggest sting in the century." 

The Austrian bank decided to wind itself 
up in May 1987, with de Guzman and his 
main co-manager, Atanacio A. Panahon II 
as liquidators. It was declared bankrupt by a 
court in August 1988. 

This justification still leaves unexplained 
the trust placed in de Guzman by two other 
Manila personalities. The first is Almonte, a 
key figure in the Reform the Armed Forces 
Movement, which undertook an aborted 
coup against Marcos. Almonte, who has, 
been heading the Finance Department's * 
Economic Intelligence and Investigation 
Bureau, has backed up all of de Guzman's 
allegations and said he was involved in the 
operation from the start. 

Almonte has also insisted that there were 
sufficient safeguards that would have pre- 
vented de Guzman from running away with 
the money. A photocopied record of the ac- 
count in de Guzman's bank submitted to the 
congressional committee also showed that 
signatories for the account in the name of 
the Philippine Government had been Or- 
donez and Almonte. 

A second personality whose indirect 
involvement bolsters the credibility of 
de Guzman's account, is former ambas- 
sador to Moscow Alejandro Melchor, whois 
known to have lobbied in Washington in 
the crucial days of February 1986 to con- 
vince the US Government to withdraw 
its support from Marcos. The REVIEW 
has learned that it was Melchor, whom 
Almonte had looked up to as his profes- 
sional mentor, who got Almonte and 
de Guzman together in 1982. Melchor was 
also a board director of the Austrian bank 
during the operation. 

That Manila was not certain it had made 
the right decision was shown a few weeks 
later, in August 1986, when it agreed that at- 
tempts should be made to transfer the ac- 
count to the Vienna bank and not to the 
Philippine Government account in 
Credit Suisse, with the slight change 
— apparently in an effort to conceal it 
from Marcos — that another Aust- 
rian bank, Creditanstalt Bankverein, 
would act as an intermediary. 

By that time, however, Marcos 
apparently had become fully in- 
formed of de Guzman's scheme, and 
Credit Suisse has in effect stood by 
Marcos' disclaimer that he had never 
issued an authorisation to de Guz- 
man. 

All Manila can do now is hope 
that the Swiss Supreme Court de- 
cides on its petition that monies held 
in all Marcos accounts, which Manila 
claims is ill-gotten wealth, be repat- 
riated to the Philippines. Е 
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COVER STORY: CAMBODIA 1 


Chinese-backed Khmer Rouge offensive to follow Vietnam’s ‘final’ troop pullout 


A test of arms 





By Rodney Tasker and Murray E 
Hiebert in Bangkok 


ietnam says it has done what 
Western countries, China and its 
Southeast Asian neighbours have 
demanded — pulled all its troops 
out of Cambodia after an occupation of 
nearly 11 years. Yet the prospect for war-bat- 
tered Cambodians is one of intensified fight- 
ing, not least because — according to Thai 
military sources — the notorious Pol Pot has 
returned to the military command of the 
Khmer Rouge. 

For Hanoi, the immediate prospects 
are also bleak. The US has pressured 
Japan into making sure that IMF and World 
Bank aid continues to be denied to Vietnam. 
Nor are Western and Southeast Asian 
countries in any haste to lift their sanc- 
tions. 

Most diplomats in Bangkok and Hanoi 
believe that Vietnam is serious about its 
pledge to withdraw its remaining troops — 
estimated to number 26,000 by the Vietnam- 
ese, but 30-40,000 by Western sources — by 
26 September as scheduled, though they do 
not rule out the possibility that some 
specialists may be left behind, for example 
in artillery units. Without independent 
monitoring, it will take several months to 
confirm whether all the troops have. 
left. 

This factor, together with the fact that a 
political settlement among the four factions 
remains as elusive as ever, means there will 
be no immediate normalising of relations be- 
tween the backers of the Khmer resistance 
— a majority of the UN members — and 
Vietnam, which would turn on a Western 
aid tap Hanoi badly needs to rebuild its war- 
oriented economy. 

A last-ditch effort by Thai Prime Minister 
Chatichai Choonhavan to badger the three 
Khmer resistance factions into laying down 
their arms — a move already accepted by 
the Vietnam-backed government of Premier 
Hun Sen — has also failed. Chatichai also 
met Hun Sen in Bangkok before the final 
withdrawal — the third meeting this year 
with a man whose government Bangkok 
does not recognise. There appeared to be 
no pre-arranged Asean consensus to hold 
the Bangkok talks. "I think Chatichai is 
doing this on his own," one Asean diplomat 
said. 

All that such talks could hope to achieve 
would be the start of a fresh diplomatic 
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thrust towards an eventual comprehensive 
political solution in Cambodia in the wake of 
the failed one-month international confer- 
ence in Paris in August. 

The burning issue on which neither 
Chatichai nor any of his officials will give a 
clear answer is for how long Thailand will 
remain a conduit for arms for the Khmer re- 
sistance, supplied mainly by China but also 
by Singapore and France. "The Thai Gov- 
ernment is giving this serious considera- 
tion," a senior Western diplomat said, indi- 
cating frustration that there was no im- 
mediate prospect of a cut-off in arms to the 
Khmer Rouge and other factions. Most ob- 
servers believe that as long as China wants 
to supply arms to the Khmer Rouge, and to 
a lesser extent the other factions, the Thais 
will comply. 

China has stepped up its shipments of 
weapons to the three resistance factions 
over the past eight months, according to 
Bangkok-based diplomats. At the same 
time, US officials say Soviet aid — including 
helicopters, artillery, small arms, ammuni- 
tion and trucks — to the Phnom Penh gov- 
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Sihanouk: marshalling border youths. 
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ernment has increased in recent months. It 
recently embarked on a programme to up- 
grade its regular forces, estimated to total 40- 
50,000, and paramilitary troops, numbering 
around 100,000. 

Young Khmers inside Cambodia are 
being drafted into military service to check 
an expected onslaught by the Khmer 
Rouge-led resistance. 

The Thai press has been reporting border 
skirmishes as Khmer resistance troops 
take on the Phnom Penh forces while Viet- 
namese soldiers withdraw, though much of 
the fighting is said to be over control of the 
lucrative cross-border blackmarket trade. 
With Vietnamese forces pulling out, cross- 
border trade has become more frenzied as 
Thai and Khmer entrepreneurs anticipate 
their commercial activities will become more 
hazardous if the civil war worsens, the re- 
ports say. 

Bangkok is still pressing its ceasefire pro- 
posal. A Thai delegation — comprising an 
army general acting as the personal repre- 
sentative of Thai army commander Gen. 
Chaovalit Yongchaiyut and at least two of 
Chatichai's top policy advisers — is due to 
travel to Peking soon. The ostensible reason 
for their trip is to talk to Peking-based resist- 
ance leader Prince Norodom Sihanouk, but 
the delegation is also expected to talk to 
Chinese officials about a possible cease- 
fire. 


haovalit was involved іп 

Chatichai's talks with the Khmer 

resistance leaders, and the fact that 

the Peking-bound delegation is to 
be headed by one of his aides suggests it will 
be able to talk turkey to the Chinese military 
about gaining Peking's support for a cease- 
fire. It is also likely to discuss the future of 
Chinese arms supplies to the Khmer Rouge, 
by far the most effective resistance force, 
which relies on Chinese hardware and Thai 
tolerance. 

One Thai security official told the REVIEW 
that if a ceasefire is agreed, the two non- 
communist Khmer resistance factions — 
those of Sihanouk and Son Sann — would 
prove no problem to monitor, as their few 
thousand poorly led troops operated close 
to the Thai border. But it would be a harder 
task for the Thais to see that the Khmer 
Rouge forces, many of whom operate deep 
inside Cambodia, were marshalled in non- 
aggressive positions. 

A Thai military intelligence report asses- 
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sing the  post-Vietnamese withdrawal 
scenario said it would be either an “end 
point or a starting point” for the Cambo- 
dians to establish peace in their land. The re- 
port anticipated the two non-communist re- 
sistance factions, comprising ill-disciplined 
and poorly commanded troops, might suf- 
fer a lack of combatants once the Vietnamese 
occupation was no longer a valid motive for 
fighting. 

This is despite resistance claims that 
there were more than 1 million Vietnamese 
settlers in Cambodia, and that Vietnamese 
soldiers would remain under the guise of 
Khmers. 

The Thai report, on the other hand, cre- 
dited the Khmer Rouge with the ability to 
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Hun Sen: more acceptable. 





carry out deep penetration missions inside 
Cambodia, unable to secure territory for 
long, but effective in hit-and-run raids 
against the Phnom Penh forces. The better- 
disciplined Khmer Rouge, with an esti- 
mated 40,000 guerillas led by seasoned com- 
manders, were told by their leaders that 
while soldiers of the other factions might 
eventually want to resettle in third coun- 
tries, “our campaign is death, the sound of 
guns and fighting to regain the land of our 
birth.” The Khmer Rouge forces were being 
ordered to fight until the last Vietnamese — 
soldiers and civilians — were driven from 
the country. 

Khmer Rouge leader Pol Pot, who has 
maintained his strength among his forces in 
southwestern Cambodia while his faction 
announced he had retired from all his 
leadership posts, was said by the report to 
have returned to the military leadership 
over the past three months in anticipation of 
the Vietnamese withdrawal. He and fellow 
leader leng Sary were said to be operating 
from a Khmer Rouge refugee camp near the 
Thai border town of Aranyaprathet. Khmer 
fighters along the border had been told to 
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move into Cambodia and "not to come back 
unless you are wounded." 

Yet the Khmer Rouge is generally not 
considered to be in a position to capture any 
of Cambodia's main towns. Hun Sen, on a 
recent visit to western Cambodia, told ac- 
companying foreign reporters: "I don't see 
any sign that any major change would hap- 
pen even six months or one year after the 
Vietnamese withdraw." 

Another factor is that the Vietnamese 
have remained ambiguous about whether 
they would intervene to support the Cam- 
bodian army if they felt their Phnom Penh 
ally were seriously threatened. Vietnamese 
Foreign Minister Nguyen Co Thach told re- 
porters in Bangkok in late August that 
Hanoi would be willing to intervene again if 
Hun Sen asked for help. 

But two weeks later, Thach, who is also 
a vice-premier, vowed Vietnam would 
never go back. “Our return would be a de- 
feat, a reversal of everything we've done 
in Cambodia," he told a US correspon- 
dent. 


ome observers believe the Khmer 

Rouge will launch an offensive to 

seize territory and better position it- 

self for a return to power before the 
Hun Sen government had time to consoli- 
date its control. "The next six-to-nine 
months will tell the story on the battlefield," 
one diplomat said. "The Vietnamese will be 
gone and the Khmers will fight it out on the 
battlefield." 

Other analysts see the upcoming dry sea- 
son (October to May), normally the best 
time for campaigning, as a period of “trial by 
combat" rather than large-scale confronta- 
tion. 

Instead of mounting an offensive aimed 
at occupying territory, they say the Khmer 
Rouge will "test the strength of Phnom 
Penh to withstand military pressure without 
the presence of the Vietnamese," in pre- 
paration for a possible offensive during the 
next dry season in 1990, 

Phnom Penh’s regular forces have never 
been seriously tested in combat, and the 
paramilitary forces are equipped with old 
weapons and poorly supplied with ammun- 
ition, according to Thai military analysts. 
Regular government troops may be well- 
equipped, but they lack trained officers, and 
their morale is reported to be low. During 
stepped-up fighting along the Thai border 
just before the Paris conference in August, 
Phnom Penh's troops fled their positions 
and retreated following heavy Khmer 
Rouge artillery bombardments, diplomats 
report. 

Yet the Khmer Rouge, who withdrew 
in disarray when Vietnam invaded in 1978, 
are also thought not to be the formidable 
guerilla army that defeated the US-backed 
Lon Nol government in 1975. Loi Im, a 
Khmer Rouge battalion commander in the 
western Cambodian Battambang district, 
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who defected to the Phnom Penh side 
last April, told reporters recently that 
many of his men refused orders because 
they were "afraid of mines and of being 
shot." 

He also had trouble getting replacements 
for killed or wounded fighters. Loi Im said 
he defected because he felt "the Khmer 
Rouge were losing the war," and because 
"my leaders were always fighting each 
other." 

Support from the Cambodian popula- 
tion will play a crucial role in the coming 
fighting, but it is difficult to gauge popular 
attitudes. "The рете sop A aren't 100% 
pro-Hun Sen, but they're 100% against the 
Khmer Rouge,” said one East European dip- 
lomat, whose government backs Phnom 
Penh. 

“Hun Sen is becoming more and more 
acceptable," he said, referring to Phnom 
Penh's recent reforms granting greater free- 
dom to private enterprise and family 
farms. 

The various Khmer resistance factions 
are busy marshalling civilians under their 
control on the Thai border, with reports that 
the Sihanouk faction is taking youths from 
its main refugee camp at "Site B" for military 
training. There are more than 300,000 "dis- 
placed" Khmers living in refugee camps 
along the border run by one or other of the 
resistance factions. 

Leaders of all three factions have said 
there are no immediate plans for repatriat- 





Pol Pot: rumours of return. 


ing their populations until a comprehensive 
settlement is agreed with Phnom Penh. An 
added incentive to remain in the Thai border 
camps is that any Khmer refugees returning 
to their country will lose the welfare backing 
of the UN and other international organisa- 
tions, while few would be willing to risk 
being caught in the expected surge of inter- 
faction fighting. 5 
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CAMBODIA 2 


US, Japan block IMF effort to support Vietnam 











By Susumu Awanohara in Washington 


o the profound disappointment of 

| many officials at the IMF and the 

World Bank, the US and Japan — 

both with major voting rights in the two in- 

stitutions — have blocked Vietnam's re- 

entry into the international economic com- 

munity, despite what is considered an 

exemplary Vietnamese effort at economic 
stabilisation and structural adjustment. 

Washington and Tokyo are now insist- 
ing Vietnam must not only withdraw its 
troops from Cambodia but also contribute 
towards a comprehensive political settle- 
ment of the Cambodian crisis. In contrast, 
officials at the two multilateral institutions 
believe they should assess what the Viet- 
namese are doing with their economy and, 
on this basis alone, offer the strong assist- 
ance they feel the country has earned. 

The US and Japan raised their objections 
against Vietnam at an IMF executive board 
meeting on 13 September, where the fund's 
specialist staff submitted a glowing report 
on Hanoi's economic management from its 
visit to Vietnam in July and IMF managing di- 
rector Michel Camdessus sounded out 
board members' views about Vietnam start- 
ing a structural adjustment programme offi- 
cially negotiated with the IMF. Vietnam 
began unilaterally implementing an adjust- 
ment programme in March 1989 based on 
consultations with the fund. However, it is 
not a formal IMF programme as Vietnam is 
ineligible for the fund's various financial 
facilities. Vietnam also has to pay off arrears 
of SDR 100 million (about US$130 million) to 
the fund. 

A positive board consensus on a new 





Japanese Foreign Minister Hiroshi Mitsuzuka with Si 


Fiscal interdiction 


Vietnam programme was an essential pre- 
condition for the syndication of commercial 
banks' SDR 100 million bridge loan to the 
country, which would enable Hanoi to clear 
its arrears with the IMF and, in turn, allow 
the IMF to start an official programme with 
Vietnam. Banque Francaise du Commerce 
Exterieur (BFCE) was mandated by the Cen- 
tral Bank of Vietnam on 10 September to 
syndicate the loan and has invited interested 
European and Southeast Asian banks to 
participate. There has already been positive 
response from such banks. US banks are 
barred by law from taking part, while Japan- 
ese banks are awaiting a directive from their 
Ministry of Finance (MoF) for guidance. 

The IMF report was full of praise for Viet- 
nam's recent economic reforms, which got 
under way in mid-1988 and accelerated in 
March this year. The IMF staff members were 
particularly impressed with the Vietnamese 
understanding of the need for compatibility 
and consistency between domestic and ex- 
ternal reforms. On the external front, the 
dong was devalued and the discrepancy be- 
tween official and free market rates reduced. 
On the domestic front, interest rates and re- 
serve requirements were raised to stimulate 
savings and contain rampant inflation, the 
report pointed out. 

Prices were raised from controlled to 
market levels on most staples and services, 
including rice, but excluding electric power, 
transport, postal charges and fuel. Enter- 
prise reform — including the dismantling of 
domestic monopolies — also advanced, and 
as a result domestic prices have been linked 
to world prices and local producers are no 
longer shielded from international competi- 
tion. Other bold reforms are planned in 
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agriculture, where collectivised production 
has already been effectively ended. Indus- 
trial reform is also in the works and Vietnam 
has introduced a liberal foreign investment 
law, the report said. 

In response to Camdessus’ probe, most 
executive board members, including those 
from Britain, West Germany and France — 
the fund’s second, third and fourth quota 
holders — endorsed Vietnam’s stabilisation 
programme and implied the country was 
ready for a formal IMF programme. 

Only the US and Japan — the first and 
fifth quota holders respectively — were op- 
posed to formalising an IMF programme, ac- 
cording to well placed sources. Having to 
give an economic, rather than political, 
rationale for going against the majority, the 
US representative argued that Vietnam's 
programme had not been implemented 
long enough and still had a large volume of 
“low-priority expenditure.” In IMF parlance 
this usually means subsidies and un- 
economic projects, but in this case it is seen 
as a US reference to military expenditure. 
The Japanese representative basically toed 
the US line, but typically did so in less 
categorical terms. Because the board mem- 
bers' opinions were often couched in highly 
technical language, Camdessus, in sum- 
ming up the discussion, apparently made 
sure that only two members were opposed 
to a new programme with Vietnam. 


supposed to take a vote on such à 

programme and no vote was taken. 
But the US and Japan's clear opposition 
means, among other things, that BFCE's loan 
syndication effort may be stalled as it can 
only be extended if the IMF commits itself to 
an official programme. Camdessus is now 
unlikely to raise the Vietnam issue at least 
until a decision is made about the IMF's 
quota increase, which he wants badly and 
for which he needs Washington's goodwill. 
Nor are the Japanese likely to challenge the 
US on an IMF programme for Vietnam until 
after the IMF quota increase because they are 


T he 13 September meeting was not 
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hoping to increase their share of the new 
quota, and for this they also need US 
help. 

Many IMF and World Bank officials con- 
cerned with Vietnam appear unhappy with 
the US-Japanese position. These officials are 
more or less agreed that Vietnam is making 
precisely the kind of economic adjustment 
the two institutions are mandated to sup- 
port. One economist said Vietnam has ac- 
complished since mid-1988 all that China 
has implemented since 1979 and more, but 
urgently needs help. A top official said “1 
would be happy if all the other countries [in 
arrears] behaved in the way Vietnam has 
done." 

The officials feel the IMF and the World 
Bank "should not be held hostage." As one 
puts it: “The US and Japan can do what they 
want with their bilateral aid, but they should 
not bring in their poorly disguised political 
agenda into multilateral institutions dedicat- 


ed to solving economic problems. The fund 
and the bank must lead the way into Viet- 
nam because all the bilateral [aid relation- 
ships] are waiting for the signal from us." 

Some officials said it was "surprising and 
sad" that Japan had followed the US lead, 
particularly given that Mor officials were ear- 
lier known to be positive about Vietnam's 
reforms and privately disagreed with their 
pro-US Foreign Ministry counterparts on 
whether economic aid to Vietnam had to 
wait for a political settlement of the Cambo- 
dian problem. 

Although the IMF has taken the lead on 
the Vietnam question, the World Bank is 
also impressed with Hanoi's economic re- 
forms and hopes to begin lending to Viet- 
nam. Funds for Vietnam would come from 
the bank's soft-loan arm, the International 
Development Association (IDA), and quiet 
preparations have been in progress in con- 
nection with IDA's ninth replenishment, or 
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China will try to demolish Напог в creation 


Repeating the lesson 





By Rober Robert Delfs in Peking 
C gÑ hina will continue and possibly step 





up its military support to both its 

client, the Khmer Rouge, and the 
other two resistance factions while trying to 
exert maximum diplomatic pressure on 
Vietnam. It also has seized upon the Paris 
talks’ failure to reach agreement on UN 
supervision of the Vietnamese pull-out and 
refused to recognise that any real with- 
drawal is taking place. 

“The Chinese don’t love the Khmer 
Rouge for themselves, they love them as a 
cheap weapon for bashing the Vietnamese,” 
one Western diplomat said. But over the 
longer term, China’s position of support for 
the Khmer Rouge may become ever more 
lonely. 

Japan, the US and other Western sup- 
porters of the resistance have always been 
chary of the communist faction. They will 
become increasingly uncomfortable if the re- 
sults of the dry-season fighting suggest that 
resistance coalition leader Prince Norodom 
Sihanouk is indeed only a figleaf and that 
the Khmer Rouge is the only militarily viable 
resistance force. Meanwhile, Asean’s posi- 
tion on Cambodia appears increasingly frag- 
mented, especially now that Thai leaders are 
simultaneously pursuing two distinct and 
contradictory approaches to the issue. 

Chinese Vice-Foreign Minister Liu Shu- 
qing outlined his country's view at a press 
conference in Paris on 31 August. "We don't 
believe that this is a real and complete with- 
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drawal because Vietnam showed no sincer- 
ity at the conference. Without sincerity and 
effective supervision, the withdrawal is un- 
believable." Discussing the resistance, Liu 
said China treated the three factions equally 
and without discrimination. “In military af- 
fairs, we will offer them assistance in accor- 
dance with their needs." 

A year ago, China itself drew the parallel 
with Afghanistan to suggest the need for a 
political settlement as an alternative to a 
post-resistance free-for-all among, contend- 
ing resistance factions. 

But today, with the Soviet-backed Naji- 
bullah regime appearing increasingly vi- 
able, the Afghanistan experience suggests 
that eliminating the visible presence of for- 
eign troops will considerably strengthen 
Vietnam-backed Cambodian Premier Hun 
Sen's position, nor would it be a bad thing 
from a military standpoint. 

“Hanoi knows that the longer Hun Sen 
survives after a withdrawal, the more ac- 
ceptable he will become to the international 
community," one diplomat said. "They had 
no incentive to put any real pressure on their 
client to make concessions in Paris." 

Nor did China, though diplomats noted 
China's apparent pressure on the Khmer 
Rouge to agree that their proportional par- 
ticipation in a proposed quadripartite coali- 
tion government need not be strictly equal 
to the other three factions. Anticipating that 
no political agreement was likely to occur in 
Paris anyway, the concession strengthened 
at little cost Peking's claims that it was 
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IDA-9, for fiscal years 1991-93 beginning July 
next year. IDA-8 (US$12.4 billion for 1988-90) 
has an unwritten allocation guideline — 
50% for African countries, a combined 30% 
for China and India, and the remaining 20% 
for all other IDA-eligible countries. 

The "Asian wing" among IDA deputies 
— including those from Japan, South Korea, 
Australia and New Zealand — have been ar- 
guing for greater allocations to Asia in gen- 
eral on the strength of their population and 
economic performance, and for countries 
other than Africa, China and India, with a 
view to accommodating the needs of such 
countries as Vietnam, Laos and Cambodia 
once they are ready to borrow. A decision 
on IDA-9 is expected to be made in the Japan- 
ese city of Kyoto in November, but if the 
Cambodian problem drags on and MOF offi- 
cials lose interest in Vietnam, Vietnam's 
hopes of borrowing from IDA may be 
stillborn. » 


Hanoi's obduracy that blocked a settle- 
ment. 

China is worried that international sup- 
port for the resistance may weaken further. 
Diplomats say Peking put considerable 
pressure on Japan to find it inconvenient to 
arrange a visit to Tokyo this autumn for Viet- 
namese Foreign Minister Nguyen Co Thach. 

China will also devote considerable ef- 
forts at the upcoming UN General Assem- 
bly. Peking is worried that India or other 
countries friendly to Vietnam might attempt 
to soften the wording in the UN's annual re- 
solution on Cambodia. But the central task 
for the Chinese Foreign Ministry currently is 
still to shore up China's own international 
reputation in the wake of the Peking mas- 
sacre. This may leave little time for worrying 
about Cambodia. 

The bottom line is that China's support 
for the Khmer Rouge will continue indefi- 
nitely. For Peking, a Cambodian solution in 
which Hun Sen is allowed to remain in 
power unmolested would mean that Viet- 
nam wins. vi 


Thach: kept out of Tokyo. 
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Withdrawal coincides with army restructuring 








By Tai Ming Cheung in Hongkong 
and Murray Hiebert in Bangkok 


he withdrawal of Vietnamese main 

| force elements from Cambodia 

comes as the People's Army of Viet- 

nam (PAVN) embarks on a major restructur- 

e ing of its organisation and order of battle. 

With plans to demobilise up to half the one 

million-strong standing army, the aim is to 

refocus the PAVN's efforts towards economic 

construction, arrest declining standards in 
the ranks and re-evaluate its role. 

Hanoi says the Cambodian pullout is the 
key impetus in bringing about a reduction in 
the size of the PAVN. "If the Cambodian 
problem is solved, then the situation in In- 
dochina is much more stable, and we don't 
need such a big army as in the past," Gen. 
Tran Cong Man, editor of the army daily 
Quan Doi Nhan Dan said. Man said Hanoi's 
target of a cut of 500,000 troops could be 
achieved by 1992. Besides Cambodia, a simi- 
lar pullout from Laos and re-deployments 





Coming home 
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Vietnamese troops leave Phnom Penh. 


on the Sino-Vietnamese border following 
the lessening of tension with Peking have 
contributed to pushing the pace of demobili- 
sation. 

Certainly, Cambodia — coupled with re- 


lated Chinese military pressure on the Sino- 
Vietnamese border — has been the PAVN's 
primary defence concern since it invaded 
the country in 1978. However, analysts are 
sceptical as to the actual extent of Vietnam's 
military disengagement from Cambodia. 
Although Vietnamese military officials no 
longer refer to Indochina as a “single, 
strategic battlefield” as in the past, and say 
close military cooperation with Cambodia 
and Laos is now unnecessary, they also do 
not rule out the option of sending troops 
back to Cambodia if asked by the Hun Sen 
government. 

Hanoi and Moscow have boosted their 
military aid to Phnom Penh in recent 
months, handing over jet fighters, tanks, 
rockets and other weapons. In addition, 
Cambodian resistance and Thai sources 
claim some 70-80,000 Vietnamese troops, 
disguised as locals, remain in Cambodia. 
Vietnam's security is still seen as intimately 
linked with its two neighbours. 

Although the envisaged demobilisation 
could lead to an overhaul of the PAVN's 
force structure — with an emphasis on 
a smaller, more effective conventional 
standing army and an expansion in militia 
and reserve units — there has been little 
change in the country's "all-people's na- 
tional defence" military doctrine. This 
tenet is based on utilising all elements of 
society — political, economic, cultural, as 





Spreading the bets 


The Bush administration seems to believe that the failure of the 
Paris talks makes it all the more vital that the non-communist fac- 
tions are supported with "lethal" as well as “non-lethal” aid — 
even though it is calling on the Soviets and the Chinese to stop 
military aid to Phnom Penh and the Khmer Rouge respectively. 

But Congress is having second thoughts, after authorising le- 
thal aid earlier this year. Some legislators, including Congressman 
Stephen Solarz, head of the House of Representatives Foreign 
Affairs subcommittee on Asian and Pacific Affairs, who until re- 
cently supported arms aid to the two non-communist factions, 
are having a rethink after Paris and may decide to block it. 

US policy on Cambodia — or lack of it — during the Paris talks 
has come under fire in Congress, for uncritical support for 
Sihanouk and the Asean insistence on including the Khmer 
Rouge in an interim government, and for their acquiescence in 
the Khmer Rouge's attempts at expunging references to the fac- 
tion's record of "genocide." 

Congressmen cite evidence from the communist resistance 
faction's internal documents that it will continue to fight regard- 
less of whether or not it is included in the internal settlement pro- 
cess, subverting the interim government from within and fight- 
ing rival factions militarily from the outside. 

The administration's response is that "freezing out" the 
Khmer Rouge means certain civil war and the Khmer Rouge's 
probable return to power, while-a comprehensive political solu- 
tion would create constraints on the communist faction. While 
admitting that "Prince Sihanouk was our horse in this race," As- 
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sistant Secretary of State for East Asian and Pacific Affairs Richard 
Solomon recently said it was "self-deluding" to refuse to deal 
with the Khmer Rouge. "You're not going to have your hands 
unsullied. It is built into the structure of the situation that a lot of 
people have blood on their hands," he said. 

There are those, including at least a few legislators, who criti- 
cise the US insistence on promoting the non-communists. “It’s 
either the Khmer Rouge or Hun Sen, but we're still hoping that 
the coin would land on the edge," says one expert. But Hun Sen 
here is generally described as an "ex-Khmer Rouge" and the 
scars of the Vietnam War makes it very difficult for Americans to 
accept a Cambodian solution which is to Hanoi's liking. 

The US will also refuse to normalise relations with Vietnam 
even after its withdrawal from Cambodia, because "Hanoi has an 
obligation to do more than just walk away," as Solomon put it. 

Other pro-Western governments in Asia, while cautiously 
welcoming the Vietnamese withdrawal, are not rushing to re- 
sume normal ties. Neither Japan nor Australia, for example, will 
be resuming their official aid programmes, though commercial 
interest in Vietnam seems to be picking up. Two reasons are 
cited: the withdrawal will not be verified for several months and 
leverage needs to be retained on Hanoi and Hun Sen to encour- 
age an internal settlement. 

"| don't think this will be the end of opportunities to solve the 
problem," said Australian Foreign Minister Gareth Evans after 
the Paris talks. “The fact that the conference is staying in its basic 
skeleton structure, the fact that the chairmen have been given the 
mandate to explore options for resettlement, to reconvene com- 
mittees and to consult with a view to reconvening the entire con- 
ference within six months, will pressure on the parties and 
hopefully stop the situation exploding out of hand." 

m Susumu Awanohara 
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well as military — in the country's defence. 

The decision to create more flexible 
and mobile equipment-based conventional 
forces, over the massive use of infantry and 
sapper units, reflects the increased priority 
given to the defence of Hanoi's claims over 
the Spratly Islands in the South China Sea, 
bitterly contested by Peking. "After the 
Cambodian settlement, the most compli- 
cated situation will be the Spratly Islands, 
where conflicts easily take place," Man said. 
While the army contracts, there may be an 
expansion of the navy to meet its increased 
role. 

The accent is also on improving falling 
standards among troops. Officials and the 
epress have increasingly highlighted a seri- 
ous decline in discipline and growing cor- 
ruption, saying it has reached alarming 
levels. Various causes have been blamed for 
this, including a failure in political education 


and the steadily falling living standards 
among soldiers, who have lost out in the 
country's economic reforms. 

While the PAVN remains on alert, the pri- 
mary change in the military's place in na- 
tional priorities is its subordination to the 
needs of economic development. It is the 
need to reduce the military's crippling bur- 
den on an increasingly impoverished econ- 
omy that is the main reason for the PAVN's 
scaling down, rather than its disengage- 
ment from Cambodia. 

There are no official figures on the mili- 
tary's share of economic resources, though 
Man said it had not exceeded more than 
50% of the national budget. The troop re- 
ductions are, however, not expected to 
reduce the burden in the short term because 
of overheads connected with the demobili- 
sation, such as providing pensions and 
housing for those retired. "The budget 





THAILAND 


Chaovalit’s reshuffle cultivates younger generals 


Class warfare 





By Rodney Tasker in Bangkok 





new élite has gained a hold in the 
Thai military hierarchy with possibly 
far-reaching political consequences 
for the country. Powerful Army Command- 
er Gen. Chaovalit Yongchaiyut displayed 
more than a touch of class in the annual re- 
shuffle of senior military officers by promot- 
ing a tightly knit group of officers to key pos- 
itions, and in the process launching a new 
star: Gen. Suchinda Kraprayoon. 

As widely expected, Chaovalit himself 
remained in charge of the army. But the 
promotions, which he had a free hand in ar- 
ranging for the first time in three years as 
army commander, heavily favoured a single 
class in the military: Class 5 graduates from 
the Chulachomklao military academy. 

Suchinda, the 56-year-old class leader 
who has been a close associate of Chaovalit 
for several years, became deputy army com- 
mander. With more than 20 of his class- 
mates also promoted to top positions, 
Suchinda is now potentially more powerful 
than either Chaovalit or his predecessor, 
Gen. Arthit Kamlang-ek, at similar stages of 
their military careers. The taciturn former ar- 
tillery officer is now poised to take over the 
post of commander when Chaovalit retires. 
Chaovalit is not due to retire until he reaches 
60 in 1992, but he may well seek to stand 
down next year to embark on a purely politi- 
cal career — and he can rely on the favoured 
Suchinda and classmates to underpin his 
political ambitions. 

Analvsts said Chaovalit may have looked 





at his own 21 classmates of Class 1 and 
realised that nearly all of them would have 
to retire within two years. Chief among 
these are army chief of staff Gen. Charuay 
Vongsayan, 59, and supreme command 
chief of staff Gen. Sunthorn Kongsompong, 
58, both of whom remained in their posts. 
So while he has tried to balance class promo- 
tions in the past, he appears to have decided 
now to nurture younger men from Class 5 
which, with 138 members, is the largest, 
most cohesive class in the higher reaches of 
the military. 

As a result of the promotions, the class 
now also has former second army region 
commander Gen. Issarapong Noonphakdi 
as assistant army commander and Lieut- 
Gen. Viroj Saengsanit as deputy army chief 


Suchinda: new star. 
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must be increased, not reduced," Man said. 

Demobilised soldiers will find it difficult, 
if not impossible, to find jobs. Almost all re- 
turning veterans from Cambodia will be de- 
mobbed, but as the Quan Doi Nhan Dan has 
said, because Vietnam already suffers mas- 
sive unemployment "government agencies 
and enterprises have no work to give out." 
In addition, land allocation is a major prob- 
lem for those troops returning to the coun- 
tryside. 

In an attempt to ease this potentially seri- 
ous source of unrest and harness the army's 
organisational abilities in aiding the moder- 
nisation effort, army units are being shifted 
to economic work rather than being de- 
mobilised. An estimated 100,000 troops are 
currently deployed exclusively on economic 
projects, such as road construction, rubber 
and rice cultivation and building power sta- 
tions. v 


of staff, along with four out of five assistant 
army chiefs of staff. Other senior army com- 
mands given to the class are the key 
Bangkok-based first army region, with 
Lieut-Gen. Salya Sripen, the northeastern 
second army region, under Lieut-Gen. 
Vimol Wongwanit, and the special warfare 


command, under Lieut-Gen. Kachorn 
Ramanwong. 
Perhaps more significant, Air Chief 


Marshal Kaset Rojananin replaces Voranart 
Apicharee as air force commander. Kaset is 
close to his Class 5 contemporaries and to 
Chaovalit. Apart from bolstering the class's 
power across the armed forces board, he au- 
tomatically becomes chairman of Thai Air- 
ways International, the national airline. 

As one analyst described the class: "It is 
perhaps the cleverest, most organised, uni- 
fied academy class to come along for a long 
time." Not only did its members have grow- 
ing political clout, but also the class owned a 
construction company involved in military 
contracts, to give it an economic base. "A 
potentially disturbing concentration of 
power in one military group's hands," was 
how another analyst put it. 

Over the past decade former prime 
ministers Kriangsak Chomanan and Prem 
Tinsulanond — both retired generals — had 
taken a hand in the annual military reshuf- 
fles to keep a balance. Current Prime Minis- 
ter Chatichai Choonhavan, a more business- 
oriented leader though himself a retired 
general, had apparently given Chaovalit a 
free hand to group the military hierarchy. 

One loser in the reshuffle was former as- 
sistant army commander Gen. Pichit Kul- 
lavanich, a respected West Point-trained, 
professional combat officer who now moves 
to the largely ineffective post of deputy su- 
preme commander. Pichit is popular among 
the more professional middle-ranking mili- 
tary officers, and was thought of as a balanc- 
ing factor among the political forces at play 
in the military hierarchy. я 
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INDONESIA 


Suharto warns against unconstitutional replacement 


Succession scenarios 





By Michael Vatikiotis in Jakarta 

enior editors travelling with Indone- 

sian President Suharto on his return 

from Moscow were astonished to be 
told by him that he could be replaced at any 
moment, so long as it was by constitutional 
means. “But if they want to replace me with 
someone else in an unconstitutional way, | 
will punish them no matter whether they 
are politicians or generals," the president 
said. Suharto's blunt remarks made a 
marked impact on the country, raising ques- 
tions about how he sees his own security of 
tenure four years before the expiry of his 
current term. 

After mingling with other world leaders 
at the annual meeting of the Non-Aligned 
Movement (NAM) in Belgrade, Suharto had 
gone to Moscow to meet President Mikhail 
Gorbachov, stopping en route to visit the 
tombs of Muslim holy men in the Soviet 
Central Asian cities of Tashkent and Samar- 
khand. It was the first visit by an Indonesian 
leader to Moscow since the 1960s, Suharto's 
third trip overseas this year and one 
that lent substance to the view that 
Indonesia was gaining confidence 
and recognition on the wider dip- 
lomatic stage. 

The 68-year-old head of state was 
clearly elated on his return to Jakarta 
and was in an expansive mood when 
he began his familiar in-flight press 
conference, stating that Indonesia's 
economic progress would enable it to 
have a say in world politics. He then 
confirmed that Indonesia was seek- 
ing the NAM chairmanship in 1992 
— boldly suggesting that Indonesia 
could stem the drift towards social- 
ism espoused by "radical" states 
within the movement. "We have 
become a candidate for leadership 
of the NAM, not because of In- 
donesia's ambition, but to save the 
movement from being pushed by radical 
states to become a socialist satellite," 
Suharto said. 

Observers were impressed by the 
president's confidence and vigour, if 
a little taken aback by his candour. In- 
donesia failed to secure the NAM chair- 
manship in 1988 and with Nicaragua's 
bid for leadership still in play, many 
analysts do not rate its chances too highly 
in 1992. More surprising still was Suharto's 
unambiguous pitch for Indonesia's chair- 
manship,-a marked departure from the 
Foreign  Ministry's stated position of 


28 SEPTEMBER 1989 





not openly advocating its candidature. 

The press corps were even more sur- 
prised when, in response to a comment 
questioning public awareness of his vision 
of national foreign policy, Suharto launched 
into a lengthy discourse on his own domes- 
tic position and the question of political 
openness. 

Suharto began by suggesting that people 
were reluctant to believe anything unless it 
came from his mouth. Taking as an example 
current discussion about “openness” in gov- 
ernment, Suharto said that while his minis- 
ters already had explained the govern- 
ment's position, “it is said there is no open- 
ness and still secrecy." He added that this 
was not true. "Doesn't anyone trust the 
ministers I have appointed?" The president 
said it simply was not possible for him to ex- 
plain everything all the time. "Putting it 
bluntly I might die on my feet . . . Perhaps 
that is what they want so that I can be re- 
placed." 

The nature of the Indonesian language 





Gorbachov and Suharto: gaining confidence. 


in this case. However, by referring to both 
"political leaders" and "generals" a little 
later it is apparent that Suharto sees a poten- 
tial threat to his position from the armed 
forces. 

One member of the armed forces fac- 
tion in parliament described Suharto's 
remarks as an indication of the pre- 
sident's anger because of the "obstinacy" 
of certain mistaken parties, without 
specifying them. If Suharto's aim was 
to whip up support, then his endorse- 
ment for another term as president, by 
an MP from the small Indonesian Demo- 
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cratic Party, achieved the desired effect. 

But far from laying debate on the succes- 
sion to rest, Suharto's blunt message is likely 
to breathe new life into the issue. It was the 
fourth time this year he has alluded to 
moves against him. In May he lectured his 
cabinet on the need to play down the succes- 
sion issue. The text of his remarks were later 
issued as a published statement. He re- 
turned to the same theme in a speech to the 
Indonesian community in New York in 
June. In August he brushed aside more 
succession talk by reminding another ex- 
patriate community, this time in Brunei, 
of the strength of his mandate from the 
people. 

Taken together, Suharto’s mostly un- 
scripted remarks on the succession indicate 
that the president feels there are moves 
afoot to question his position even before his 
term expires in 1993. Outwardly, there is no 
indication this is the case, but the Jakarta 
rumour mill — though notoriously wide of 
the mark in many cases — is beginning to 
crank out a profusion of scenarios. For this 
reason, many feel, Suharto is under some 
pressure to reassert his legitimacy in con- 
stitutional terms. 

The common assumption is that, given 
Indonesia’s history of violent succession 
struggles, few would be prepared to circum- 
vent the five-year cycle of formal politics laid 
down by the 1945 constitution and sub- 
sequent ordinances established under the 
Suharto regime. But the next two 
years before the election process be- 
gins in earnest could see powerful 
forces manoeuvring to influence the 
outcome of the process. 

Most analysts feel that as it 
stands, Suharto’s grip on the elec- 
toral process is insurmountable. Al- 
though he is careful never to say he 
will run again, few doubt the 
strength of his position. Suharto con- 
trols the ruling Golkar party which 
mobilises the majority of endorse- 
ments for the president at the region- 
al level. 

Vice-President Sudharmono, a 
possible alternative candidate, is 
deeply unpopular in military circles. 
This could work in Suharto’s favour 
if he is persuaded to allow more than 
one candidate to contest the presi- 
dency, as Sudharmono, a former chairman 
of Golkar, would be one obvious choice. 
Meanwhile, the more the armed forces are 
drawn into the succession debate, the more 
their official impartiality as soldiers and 
guardians of the state is compromised — 
giving Suharto another lever to pull. 

Suharto remains his generation's pre- 
eminent exponent of politics. But though he 
is still outwardly unchallenged and faces no 
obvious crisis of leadership at this point, 
perhaps the president feels the time has 
come to plug a few leaks in his reserves of 
power before they become a flood. ^ 
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INDIA 


A corrupt arms deal becomes major electoral issue 


Bofors backfires 


By Ja James Clad in New Delhi 


he political tempo is quickening in in 

[| India, with accusations of top-level 

impropriety gaining impetus against 

both Prime Minister Rajiv Gandhi and V. P. 

Singh, Gandhi's former finance minister 

who now presides over an unwieldy oppo- 

sition keen to unseat the Congress party in 
elections due before the end of the year. 

Charges and counter-charges have flown 
thick and fast in New Delhi, but the most 
damaging are allegations made in a press in- 
terview by former chief of army staff Gen. K. 
Sundarji that the prime minister obstructed 
moves to cancel a corruptly induced pur- 
chase of howitzers from Bofors, the Swedish 
arms maker. 

Meanwhile, Singh has tried hard to re- 
fute documents of uncertain authenticity 
that show his son holding an illegal offshore 
bank account in a Carribean tax haven. 

The Bofors purchase of 400 155-mm how- 
itzers has become a hardy perennial in na- 
tional politics since Sweden's audit office 
confirmed in June 1987 press reports several 
months earlier that large payoffs had sec- 
ured New Delhi's decision to buy the 
howitzers. Amounts paid to unidentified 
facilitators totalled Rs 640 million (US$38.4 
million). 

Gandhi's government has not disputed 
the payments since Indian press disclosures 
in 1988 convincingly demonstrated that the 
payoffs had been made. However, Gandhi 
has always disputed the wisdom of cancel- 
ling the Rs 14.27 billion contract, arguing 
that national security would be imperiled by 
further delay in modernising the army's ar- 
Шегу. It is this contention that Sundarji's in- 
terview, published in the bi-monthly India 
Today, has weakened, by claim- Ф . 





ing that the army's recommen- 
dation to the government was 
exactly the opposite. 

Sundarji said he favoured 
the Bofors howitzer over its 
competitors but urged cancel- 
ling the contract to force the 
Swedes to identify the illicit 
payees. He said former minis- 
ter of state for defence Arun 
Singh shared this view. Arun 
Singh, one of Gandhi's earlier 
confidants, resigned in July 
1987 and has kept silent on the 
subject since then. 

Sundarji also said former 
defence secretary S. K. Bhat- 
nagar — the Defence Ministry's 


top civil servant — at one point came back 
from Gandhi's office in June 1987 with a re- 
quest that Sundarji "modify" his views to 
suit the prime minister's rationale for retain- 
ing the Bofors contract. 

Sundarji is no stranger to controversy. 
His tenure as army chief coincided with the 
army's assault on the Sikh's Golden Temple 
in Amritsar in 1984; with the mobilisations 
along the Pakistani and Chinese borders, 
and with India's military intervention in Sri 
Lanka. Among the motivations inducing 
Sundarji to break silence after more than a 
year in retirement was the insistent gossip 
that he had connived at the sudden shift in 
military preference from French to the 
Swedish weapons. 

An 18-page report from the Comptroller 
and Auditor-General (CAG) in July had 
questioned this shift, highlighting also a lack 
of rationale consistent with established mili- 
tary selection procedures. But because even 
this mild suggestion of anomalous be- 
haviour has added weight to the opposi- 
tion's case, government MPs have causti- 
cally dismissed the CAG report. Several level- 
led highly personal attacks against the CAG 
chief T. N. Chaturvedi, a former chief secret- 
ary for the union territory of New Delhi. 

Sundarji said the CAG's assessment, de- 
spite its limited purview, provided the 
prompt to action. "It is only in this last ses- 
sion of parliament that the whitewash has 
peeled, and I had not a shred of doubt that it 
was a positive bloody cover-up,” Sundarji 
said. But Sundarji has skilfully continued 
to endorse the Bofors gun, for whatever 
reason, by impugning the opposition. 
"Another thing that began to rankle," he 
said, “was the way the opposition was using 
the ‘quality’ of the Bofors gun as a stick to 





Rollers field gun: impropriety claims. 


FAR EASTERN ECONOMIC REVIEW 


beat the government. I felt strongly that I 
should come out into the open and point out 
what a set of rogues the opposition are.” 

Local press reaction to Sundarji's com- 
ments fit the established patterns of media 
partisanship. Typical of the reaction of anti- 
Congress newspapers was the conclusion 
by one commentator that "[Sundarji's] ac- 
count inevitably leads to one and only one 
conclusion: Mr Rajiv Gandhi had decided to 
lie to the country." Another hostile critic 
said: "For more than two years, the prime 
minister, [Minister of State for Home Af- 
fairs] P. Chidambram and [Defence Minis- 
ter] K. C. Pant have been lying to the na- 
tion." 

Less partisan newspapers in Bombay, 
Calcutta and New Delhi printed without too 
much editorialising the carefully crafted re- 
joinder to Sundarji’s remarks issued by the 
Defence Ministry on 6 September. "The in- 
terview, and the story based on it, are mis- 
leading and contrary to facts," the Defence 
Ministry said. "As to the cancellation of the 
[Bofors] contract, the former chief's assump- 
tion is not based on a complete aware- 
ness of the full facts and the sequence 
of events." 

More specifically, the government claims 
that Sundarji's advice about cancellation was 
cursory and "did not contain any evaluation 
of the precise security implications [of can- 
cellation]." Anyway, the statement intoned 
dismissively, “national security is much 
larger than its military aspect.” Apart from 
this, Sundarji was “not aware of the persis- 
tent efforts which were being made” to get 
information about the identity of the payees 
though, unfortunately, the statement says, 
Bofors continues to plead commercial confi- 
dentiality. 


tthe same time, Bhatnagar — now the 
governor of Sikkim state — also rebut- 


ted Sundarji’s comments, denying 
that any request to modify the chief of staff's 
view had been made. The prime minister 
himself has not spoken in any measured way 
about Sundarji's remarks, other than to say 
that they are "not right." 
If the opposition derived 
nd 3 pleasure from the continuing 
discomfiture over Bofors, the 
government had some satisfac- 
tion over allegations appear- 
ing initially in a Kuwaiti news- 
paper that V. P. Singh's son, 
Ajeya Singh, made deposits to- 
talling US$21 million intoa bank 
on St Kitts Island during 1986- 
87. 

The opposition leader, who 
heads the Janata Dal, the main 
centrist opposition party in par- 
liament, dismissed the docu- 
ments purportedly showing de- 
posits in the bank as a "total fab- 
rication." Depending, again, on 
one's partisanship, accusations 
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then flew back and forth, with 
various current and former officers of 
the bank in question giving conflicting 
stories, probably clouding the truth for 
ever. 

V. P. Singh had less success, however, in 
denying authenticity of a letter he is said to 
have written in 1988 to a politician widely 
believed to have criminal underworld con- 
nections. The politician in question, Haji 
Mastan, provided support for the winning 
Janata Dal candidate in the Allahabad by- 
election last year. 

Behind the immediate uproar remain 
two larger questions. The first is whether the 
insistent opposition emphasis on corrup- 
tion, with the Bofors scandal as the main 
talking point, will generate the groundswell 
needed to unseat the Congress, ruler of in- 





dependent India without break, save for a 
short, unsuccessful Janata Party govern- 
ment from 1977 to 1980. 

Many analysts think not, noting, as one 
columnist put it, “an election campaign that 
has thus far been fought on tremendous 
trifles.” There is an undoubted sense of 
malaise in the ruling party, but it is not clear 
whether corruption will provide enough 
positive impetus to an electorate all too mind- 
ful of pecadillos in opposition-controlled 
states such as Haryana. 

Much of the apparent popular support 
for the opposition, such as the partial suc- 
cess achieved by a nationwide strike on 30 
August, resulted from government miscal- 
culations and the unintended effect of giv- 
ing, the strike too much prominence in the 
government-controlled television and radio 
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South Koreans say full ties needed for Soviet trade 


Push for recognition 





By Shim Jae Hoon in Seoul 


group of South Korean academics 

and businessmen holding a seminar 

at Seoul's Hilton hotel could not be- 
lieve their ears. Facing them on the podium 
were two top Soviet economists from the 
prestigious Institute of the US and Canada 
in Moscow, bitterly complaining about the 
shortage of consumer goods and lack of in- 
centives and imagination on the part of 
Soviet economic planners. Unless budget 
deficits amounting to 4076 of GNP were 
quickly addressed, said Nicolai Shmelev, 
the Soviet economy was heading towards a 
disaster next year. "We're measuring our life 
in terms of months, not years," he told the 
meeting. 

Times have changed, and the point sank 
home brutally on the 11 September seminar, 
sponsored on behalf of the Daewoo busi- 
ness conglomerate by Kim Kyung Won, the 
former ambassador to the UN and a chief of 
staff to ex-president Chun Doo Hwan. The 
four-member Soviet delegation's visit to 
Seoul seeking trade and investment was led 
by Georgi Arbatov, the urbane head of the 
institute. The flurry of Soviet luminaries 
visiting Seoul in the second week of Sep- 
tember also included Mikhail Kapitsa, 
former vice-foreign minister in charge of 
Asian affairs, and now a chief Asia expert at 
the congress of people's deputies. 

While Shmelev's candid presentation 
was much appreciated at the seminar, the 
sad truth about the Soviet economy is well 
known among local business leaders. What 
they were searching for was a hint as to how 
Moscow proposed to resolve the crisis. For 
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within South Korean busi- 
ness circles, the atmosphere 
is ripening for a significant 
level of participation in 
the development of the 
Soviet Far East. A mission 
by the Federation of Korean 
Industries under Chung Ju 
Yung, founder of Hyundai 
group, returned from an ex- 
tensive tour and discussion 
with Soviet authorities in 
August, convinced that the 
Soviet Union can provide a 
new economic opening for 
Seoul. 

Although bilateral trade 
with Moscow remains minu- 
scule at about US$500 million, the Soviet flir- 
tation with South Korea has reached a peak. 
In the course of a year, beginning with the 
1988 Olympic Games, the two sides have 
warmed to each other with astonishing 
speed. Since the opening of trade offices in 
Seoul and Moscow in August, the Soviets 
have proposed upgrading it to a visa-issuing 
official presence. These developments fol- 
lowed the opening by Seoul of diplomatic 
relations with Hungary, and the ре 
announcement that an embassy will 
opened in Poland. 

Following the special South Korean trade 
show in the summer, the Soviets appear 
more eager than South Koreans for trade 
and investment. Arbatov complained that 
there had been little progress in increasing 
trade and developing new forms of coopera- 
tion. "I assume it is partly our fault," he said 
during the Daewoo seminar, but he chided 
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Kapitsa: trade wanted. 


network. The strike, and the mass resigna- 
tion of 106 opposition MPs in May over the 
corruption issue, have probably had much 
more impact on the electorate than the pre- 
vious drawn-out anti-corruption cam- 


gn. 
The other question arising from the cur- 
rent Bofors controversy concerns the longer- 
term effect of Sundarji's decision to play ad- 
versarial politics. To what extent has he 
guaranteed that future governments will en- 
sure the appointment of compliant yes-men 
to high posts in the military hierarchy? 
Perhaps the most lingering effect of the 
Bofors scandal will be, not that illicit pay- 
ments changed hands — as they invariably 
do in major arms deals — but rather that 
India's strict civilian-military divide has been 
breached in such a highly publicfashion. m 


South Korean businessmen also for foot- 
dragging. Moreover, he said, "our spe- 
cialists are bewildered by political precondi- 
tions that [Korean businessmen have im- 
posed], among which are some absolutely 
unrealistic ones." 

The reference was, of course, to Seoul's 
demand for full diplomatic relations before 
the start of substantial eco- 
nomic ties. "We find the 
Soviet attitude contradictory, 
for on the one hand, they 
want to start a multifarious 
exchange with us including 
economic cooperation and 
on the other, they refuse to 
publicly recognise our exist- 
ence," Kim told Arbatov. A 
local businessman who has 
recently been to Moscow 
asked: "How on earth do 
they expect us to invest 
money and resources when 
we have to wait for weeks 
and months to get a visa to 
Moscow?" 

Fear of doing business 
with Moscow — at least on the scale 
suggested by many Soviet officials — runs 
much deeper. For example, South Korean 
industrialists have come back astonished by 
the shortage of basic necessities such as soap 
and sugar. The range of state control down 
to the most trivial items has left them con- 
fused and troubled. 

Others cite the absence of agreements 
covering investment guarantee, profit repat- 
ration and availability of hard currencies. 
Some are frightened by the prospects of 
dealing with the Soviet bureaucracy over the 
movement of money and capital goods 
across the borders. These matters have to 
come under diplomatic negotiation one way 
or the other, they say, and unless a formal 
relationship is established, they believe the 
new Soviet opening remains too risky for 
them. 

The Soviet speakers such as Shmelev 
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and Vicktor Spandaryan said the rouble 
might be made partially convertible in three 
to four years. Meanwhile, they say Western 
banking consortiums can provide invest- 
ment guarantees. South Koreans also can 
join multilateral projects, under which capi- 
tal may come from Japan, labour from China 
or one of Soviet Asian republics, and mar- 
keting skills provided by South Korea. For 
the time being, trade can be conducted on 
barter. 

In launching their sales pitch, the Soviets 
focused deftly on the complementarity of 
Soviet and South Korean economies. "We 
can supply you energy, raw materials, high 
technology, even a vast market," Spanda- 
ryan said. "We need your consumer goods 
and marketing ability." 


ut the Soviets are aiming much 
beyond mere trade — they want joint 
ventures in food processing, fishing, 
and in resource and infrastructure develop- 
ment in the Soviet Far East. New economic 
and trade zones will be set up in Vladivostok 
and Nakhodka for direct shipping and air 
links with South Korea, local business fig- 
ures have been told. The Soviet planners 
will offer tax holidays, tariff cuts and special 
water and power rates to attract foreign in- 
vestors. They are especially keen on gaining 
the participation of South Korea's construc- 
tion industry. 

Industry analysts say South Korean pro- 
jects in the Middle East have particularly im- 
pressed the Soviets. Conversely, the South 
Koreans are hungering for massive new 
projects in the wake of phase-outs in the 
Middle East. This is why people like Chung 
Ju Yung are bullish about Siberian pro- 
spects. Chung also wants a foot in the 
Siberian oil-refining and petrochemical in- 
dustry. 

However, even the most aggressive 
South Korean entrepreneurs are acutely 
conscious of the problems in dealing with 
the Soviet authorities in the absence of dip- 
lomatic ties. The example of Japanese busi- 
nesses, which have been reluctant to be- 
come involved in new Soviet projects, 
sobers their South Korean counterparts. In 
every chaebol boardroom in Seoul, there- 
fore, conservatives and risk-takers have 
dashed on the issue of Soviet ventures, 
especially following the abrupt closing of 
China in the wake of the Peking massacre. 

With a consensus lacking, the business- 
men look mostly to the government for gui- 
dance and remain unlikely to move beyond 
the stage of slow trade until full diplomatic 
relations are opened. 

To Soviet officials, the North Korean fac- 
tor looms as a major challenge blocking new 
initiatives towards Seoul. A thaw in Sino- 
Soviet relations has lessened the burden of 
competing for Pyongyang's allegiance, but 
the security alliance with North Korean 
leader Kim Il Sung is pivotal for Moscow in 
stabilising part of its Asian borders. Thus 





Moscow has strengthened its military assist- 
ance to North Korea in the past two years, 
sending MiG29s and SA5 surface-to-air mis- 
siles in exchange for overflight rights for 
Soviet aircraft en route to Vietnam. 

But having resolved the principle of 
economic opening to Seoul, the Soviet 
policymakers have become more realistic in 
assessing the whole Korean question. A 
striking example of this new thinking lies in 
the commentary in the Soviet newspaper 
Izvestia on 1 September. In a sweeping 
analysis of Moscow’s options, the article ar- 
gued strongly in favour of diplomatic rela- 
tions with Seoul. “[Moscow] has had no in- 
dependent position regarding South Korea, 
and at times this has meant obstinately re- 
jecting economic contacts with South Korea 
favourable to Soviet interests,” it said. 

Arbatov and Kapitsa made the same 
point in Seoul. Kapitsa said bilateral rela- 
tions at the political level naturally follow 


substantive trade. “Normal [diplomatic] re- 
lations might be conceivable if current trade 
volume reached US$3 billion, the amount of 
trade South Korea has with China now,” he 
said in interviews with local journalists on 11 
September. Arbatov admitted that among 
policymakers in Moscow, some were 
strongly in favour of opening up relations 
with Seoul soon. 

Arbatov met officials as well as opposi- 
tion politicians during his visit, hinting that 
he was interested in finding a breakthrough 
in the political linkage insisted by Seoul. For 
one thing, he and Kapitsa were reportedly 
re-examining Seoul's cross-recognition pro- 
posal, under which Washington and Tokyo 
would recognise North Korea in exchange 
for China and the Soviet Union opening re- 
lations with Seoul. The meetings have 
touched off speculation that Moscow might 
be preparing for the opening of at least con- 
sular relations this year. a 





BURMA 


Intelligence chief attacks communists and foreigners 


Junta strikes back 





By Bertil Lintner in Bangkok 


the army and annoyance with inter- 

national criticism of Burma’s human- 
rights record appear to have been the main 
reasons behind two extraordinary state- 
ments made recently by the military re- 
gime’s powerful intelligence chief, Brig.- 
Gen. Khin Nyunt. 

In a six-hour speech on 5 August, Khin 
Nyunt accused the insurgent Communist 
Party of Burma (СРВ) of plotting to de- 
stabilise the government. On 9 September 
he spoke out again, this time in a seven-hour 
speech, claiming that his Directorate of the 


C once over possible dissent within 





Khin Nyunt: rightist conspiracy. 
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Defence Services Intelligence (DDSI) had un- 
earthed a rightist conspiracy. 

However, neither of Khin Nyunt's 
speeches offered much hard evidence. The 
only link to support the first case appears to 
have been two letters, supposedly sent by 
the CPB to Aung San Suu Kyi, general secret- 
ary of the National League for Democracy 
(NLD), the main opposition party, and her 
mother, Khin Kyi, who died on 27 De- 
cember 1988. The first letter had been 
burned, Khin Nyunt said, adding that "it 
cannot be said for sure whether or not the 
[second] letter reached Aung San Suu Kyi." 

Burmese sources as well as diplomatic 
observers dismissed the CPB conspiracy 
claim as an attempt to discredit the NLD and 
Aung San Suu Kyi in the eyes of the army. It 
is said that the army, whose unity is essen- 
tial to the survival of the ruling State Law 
and Order Restoration Council (SLORC), is 
suffering from dissent within its ranks. 

“Having fought the insurgents for dec- 
ades, the military has very strong feelings 
about the CPs in particular, and Khin Nyunt 
was probably playing up the communist 
spectre," said a source in Rangoon, who em- 
phasised that the CPB in any case had been 
defunct since suffering a mutiny in March- 
April. 

The evidence of a seemingly contradic- 
tory rightist plot was similarly weak, consist- 
ing of little more than allegedly biased 
photographs, a report on human-rights 
abuses in Burma published by Amnesty In- 
ternational and copies of articles from the in- 
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ternational press and magazines printed 
by Burmese political exiles. The alleged 
ringleader of the rightists, Khin Nyunt said, 
is US-educated Ye Htoon, a well-known 
lawyer and businessman who is the son of 
former Burmese chief justice Chan Htoon. 
Khin Nyunt also named a number of West- 
ern and regional publications which he said 
were undermining the state. 

Sources said Khin Nyunts second 
speech in many ways was more alarming 
than the first, since it could have far-reach- 
ing consequences for the international com- 
munity. Khin Nyunt's criticism alluded 
specifically to the US Embassy — though 
without naming it. A diplomat from 
the embassy, who was not mentioned 
by name, was accused of providing Ye 
Htoon with Kyats 548,350 (US$81,843) — 
an allegation denied by Rangoon-based 
diplomats. 


n 1 September, the official Working 

People's Daily ran an article about the 

limits of diplomatic immunity. "A 
diplomatic envoy does not have the right to 
do what he likes . . . in case he acts, behaves, 
disturbs the internal order of the state [he 
might be] sent back at once as persona non 
grata," the newspaper stated. 

Khin Nyunt's second speech has led to 
speculation that the SLORC might expel some 
Rangoon-based diplomats or even sever re- 
lations with countries which have spoken 
out against human-rights abuses in Burma. 
If Khin Nyunt's first speech was meant for 
the army, his second was clearly meant as a 
warning to the international community to 
refrain from "interfering in Burma's internal 
affairs" and to intimidate local people who 
are known to have personal contacts with 
foreigners in Rangoon. 

Khin Nyunt's accusations come at a time 
when several democratic countries have ex- 
pressed concern at human-rights abuses. 
On 4 August, the Indian Foreign Ministry 
urged the Burmese Government to release 
Aung San Suu Kyi and NLD chairman Tin U 
— both of whom have been under house ar- 
rest since 20 July. The statement also urged 
Burma to "create conditions for holding free 
and fair elections." 

Sweden also has criticised Burma's mili- 
tary rulers, significantly on 8 August, the 
first anniversary of the beginning of last 
year's mass demonstrations, saying that 
“Aung San Suu Kyi's only crime is that she 
enjoys widespread popular support.” 

A much- -publicised, declassified cable 
from the US Embassy in Rangoon, dated 22 
August, alleges that torture of political pri- 
soners has included cigarette burns, electric 
shocks to the genitals and beatings that 
caused severe eye and ear injuries, and 
sometimes death. On 7 September, the 12- 
member European Community called on 
the SLORC to "end political repression and 
hold free élections." 

Ignoring Khin Nyunt's warnings, a joint 
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hearing before the Foreign Affairs, Human 
Rights and Asian and Pacific Affairs sub- 
committees of the US Congress on 13 Sep- 
tember reiterated the accusations against the 
SLORC in even more forceful terms. Sen. 
Daniel Moynihan also accused Gen. Ne 
Win, still the country's de facto leader de- 
spite having officially retired in 1988, of 
heading a "corrupt regime which has no in- 
tention of eliminating opium production . . . 
the US has spent US$80 million on opium 
eradication aid to Burma to absolutely no 
avail." 

Analysts say that the SLORC may become 
even more estranged from the international 
community and that this, in turn, may 
exacerbate already existing frictions be- 
tween the hardliners, led by Khin Nyunt, 
and elements within the army which feel 
uncomfortable with this new situation. 

“Burma today is run by a coterie of Ran- 
goon-based military commanders. They 
gather almost every morning at 7:30 a. m. at 
Ne Win's Ady Road residence to receive or- 
ders from the old strongman,” a Burmese 
source in Rangoon said. This narrow circle 
of decision-makers centred around Ne Win 
includes other former state leaders who 
have officially resigned from their posts. 
Among them is Maung Maung, who served 
briefly as president in August-September 
1988. 


or these reasons, Burmese sources 

dismiss speculation that the SLORC 

may be looking for “a compromise 
candidate” for the “free and fair elections” 
that it scheduled for May 1990. One source 
said: “Aung Gyi [a former NLD leader who 
set up his own party in December 1988] has 
been mentioned as such a candidate. He 
may harbour that illusion himself, but Ne 
Win will never permit it.” 

The military, the DDSI and the army-back- 
ed National Unity Party, which ruled Burma 
from 1962-88 under the name Burma 
Socialist Programme Party, are inseparable, 
and most signs clearly indicate that this trin- 
ity has no intention of voluntarily relin- 
quishing power. 

Against this powerful machinery stands 
primarily the NLD, but also the main legal 
student organisation, the Democratic Party 
for a New Society, and some smaller, allied 
groupings. "Its a highly polarised situa- 
tion,” a Burmese source said. “The middle 
factor in Burmese politics, represented by 
Aung Gyi and others, is considered irrelev- 
ant by most Burmese.” 

In late July, thousands of troops moved 
into Rangoon, military tribunals were set up 
to try political offenders, Tin U and Aung 
San Suu Kyi were placed under house arrest 
and mass arrests began all over the country. 
Military sources in Burma privately say at 
least 2,400 have been arrested; 1,300 from 
the NLD, 600 from the various other parties 
and 500 students with no clear party affilia- 
tion. я 


SOUTH KOREA 


Papal visit highlights growing Catholic schism 


Mixed blessings 


By Shim Jae Hoon in Seoul 


ope John Paul II, due to visit South 
P Korea next month for the 44th Inter- 


national Eucharist Congress (IEC), 
asked Vatican officials to secretly contact 
North Korea to see if they would allow him 
to cross the demilitarised zone as a gesture 
to symbolise the shared suffering of the Ko- 
rean people, according to church sources. 
Although Pyongyang turned down the 
idea, the pontiff is due to celebrate a special 
mass for Korea's reunification on 7 October 
at a South Korean army post near the border 
with North Korea, "not as a protest against 
anybody but as an expression of hope," ac- 
cording to a statement issued by the IEC. 
While South Korean church officials 
would not go as far to say whether the 
pope's visit was linked to the issue of di- 
vided Korea, they did say the partition and 





Moon and Im Su-K yong heading south. 


human cost resulting from it have deeply 
moved him. “The choice of Seoul is appro- 
priate for the eucharist's message of peace 
and reconciliation, in view of the tragedy of 
our country's division," Huh Jong Yol, 
spokesman of the IEC committee, said. 

The pope is said to be anxious to lessen 
the suffering of divided families, numbering 
several million people. Split between the 
North and South, they have not been able to 
meet, visit or even communicate legally by 
mail for over 40 years. 

The pontiff's initiative echoes reunifica- 
tion as the theme of a potent new activism 
emerging within the South Korean church, 
reflected in the recent jailing of at least three 
Roman Catholic priests under the draconian 
National Security Law. This issue is even 
showing signs of splitting the church be- 
tween conservatives and liberals. 
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At the heart of this schism lies the case of 
Fr. Moon Kyu Hyon, detained for making 
two unauthorised trips to North Korea in 
the past few months. Moon, 42, belongs to 
the Council of Roman Catholic Priests for 
the Realisation of Justice, a group challeng- 
ing the government's right to set the limits 
of debate on reunification. Moon and the 
council also endorse North Korea's demand 
that all US troops leave the South. 

Most bishops and archbishops — repre- 
senting an older and more conservative gen- 
eration in the church hierarchy — openly 
criticise the council and Moon, saying their 
radical rhetoric can send wrong signals 
to Pyongyang which tolerates no religious 
freedom. Many of the politically conserva- 
tive faithful have lined up behind the 
bishops, thus splitting the laity. 

The schism may deepen as the council 
confronts the government of President Roh 
Tae Woo over the issue. In a statement on 
8 September, the council's spokesman Fr. 
Chang Yong Ju, asked the government to 
authorise a trip to North Korea by 20 priests. 
“It is in the spirit of the International 
Eucharist Congress to share in the pains of 
national division," Chang said, explaining 
the motive for the proposed trip. 

The. government rejected his request, 
and its hardline position is expected to pro- 
voke fresh confrontation over the church's 
demand for abolishing the National Security 
Law under which unauthorised trips are 
punished. All this will make it hard for the 
South Korean church to conceal its prob- 
lems, even while the eucharist congress it- 
self bears witness to its growth. 

The five-day congress starting on 4 Oc- 
tober will bring to Seoul leading church fig- 
ures and laity from 100 countries, including 
the socialist bloc. According to IEC organis- 
ers, it is to draw 25 cardinals, 50 
archbishops and 120 bishops. Their presence 
in Seoul represents an extraordinary cultural 
and religious change in a country whose do- 
minant Confucian culture persecuted the 
Catholics a century ago, resulting in the 
martyrdom of tens of thousands of Korean 
Christians. 

For the church as a whole, the choice of 
Seoul carries an extra meaning. It is the third 
congress to be held in Asia since Manila in 
1937 and Bombay in 1964, and the second to 
be celebrated consecutively in the develop- 
ing world following the Nairobi congress 
four years ago. It also emphasises the 
church's shifting focus away from Europe — 
most Catholics today are Latin Americans, 
Asians and Africans. * 
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hoolboy howlers and the sort of 





otel notices which once attracted 


T the attention of that idiosyncratic 
m d genius, Gerald Hoffnung ("Every 
room is fitted with a French widow.”), have 





Carl Nielsen, whose wife teaches in Geneva, 


.| serve publication. 





being fixed for the next day. Durir 
| time we regret that you will be unbearable. 


` | In a Leipzig elevator: Do not enter the lift 
ae backwards, and only when lit up. 


Bl Ini a Belgrade hotel elevator: To move the 
cabin, push button for wishing floor. If the 
cabin should enter more persons, each one 
should press a number of wishing floor. 
Driving is then going оа by na- 
tional order. 


In a Paris hotel elevator: Please leave 
your values at the front desk. 





In a hotel in Ather 5: Visitors are expected 
to complain at the office between the hours 
of 9 and 11 a. m. daily. 
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Ina Yugosiavian hotel: The flattening of 
underwear with pleasure is the ps of the 
chambermaid. 








6 a Japanese hotel: You are invited to 
take advantage of the chambermaid. 


In the lobby of a Moscow hotel across 

from. a Russian Orthodox monastery: 
. You are welcome to visit the cemetery 

where famous Russian and Soviet compos- 

ers, artists, and writers are buried daily ex- 
‚ cept Thursday. 






In an Austrian hotel catering to skiers: 
_ Not to perambulate th orridors in the 
: f hours of repose in the 
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- long given grist to the mill of this column. _ 
v. Outside a Hongkong dress shop: Ladies 
"sends in the following collection — as ` 
supplied by his wife's students. Tx se ne 





.| In a Bucharest hotel lobby: The lift is ¢ 
During that 
From the Soviet Weekly: There will 


п a Bangkok dry cleaners: Drop your 


trousers here for best results. 





` Outside a Paris dress shop: Dresses for 
Street walking. 





have fits upstairs. 





ша Rhodes tailor shop: Order your sum- 


iers suit. Because is big rush we will exe- 
ite customers in strict rotation. 


be a Moscow Exhibition of Arts by 15,000 
Soviet Republic painters and sculptors. 
These were executed over the past two 
years. 


іп an East African newspaper: A new 
swimming pool is rapidly taking shape since 
the contractors have thrown in the bulk of 
their workers. 


In a Vienna hotel: In case of fire, do your 
utmost to alarm the hotel porter. 


A sign posted in Germany's Black 
Forest: It is strictly forbidden on our black 
forest camping site that people of different 
sex, for instance, men and women, live to- 
gether in one tent unless they are married 
with each other for that purpose. 

In a Zurich hotel: Because of the à impro- 
priety of entertaining, guests of the opposite 
sex in the bedroom, it is suggested that the 
lobby be used for this purpose. 


In an advertisement Бу a Hongkong 


dentist: Teeth extra 


by the latest 
Methodists. | 







A translated sentence from a Russian 
chess book: A lot of water has been passed 
under the bridge since this variation has 
been played. 


In a Rome laundry: Ladies, leave your 
clothes here and spend the afternoon hav- 


ing a good time. 


In a Czechoslovakian tourist agency: 
Take one of our horse-drive | city tours = 








: Tokyo: When passenger of foot heave 
in. sight, tootle the horn. Trumpet him 
 .melodiously at first, but if he still ob- |- 
. a Stades your peur d then tootle him with. | 

ai: vigor. | 


c Two signs from a | Majorcan nen en- 
` france: — | 

o. — English well talking. 
== Here реш A American. 


In the window of 8 
coats made for ladies 





On the box of a clockwork toy made in : 
Hongkong: Guaranteed: to work ac through- 
out its useful life. | ex 






Detour sign in Kyushi, Japan: n: Siop: Driv 


Sideways. 


In a Swiss mountain inn: Special today 
no ice cream. | 


In a Bangkok temple: It is forbidden 
enter a woman even a foreigner if dressec 
атап. m | 


In a Tokyo bar: Special cocktails for th 
ladies with nuts. 


In a Copenhagen airline ticket office: | 
We take your bags and send them in all di- : 
rections. B 








On the door of a Moscow hotel room: f 
this is your first visit to the USSR, you. are ; 
welcome to it. | 


In a Norwegian cocktail lounge: Ladie 
are requested not to have childr the bi 


At a Budapest zoo: Please do not feed the. 
animals. If you have any suitable food, give: 
it to the guard on duty. | 


in the office of a Roman doctor: Specialist 
in women and other diseases. 


in an Acapulco hotel: The manager Has: 
personally passed all the water served Den 


іп a Tokyo shop: Our nylons cost more 
than common, but you'll find they are best 
in the long run. 


From a Japanese information booklet 
about using a hotel air conditioner: 
Cooles and Heates: If you want just condi- 
tion of warm in your room, please control 
yourself. 


From a brochure of a car rental firm in 
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Asian banks — bigger profits, more and more cash 


balance of opposites 


By Jonathan Friedland in Hongkong 


ierce competition and hefty profits do not usually walk 
hand-in-hand. But for banks operating in the Asia-Pacific 
region in the past 18 months, there has been a pleasing har- 


mony between the opposites. 


The imperatives of modern banking — product diversifica- 
tion, computerisation and glossy advertising campaigns — are 


all biting into the bottom line of Asian 
banks. At the same time, though, rising ex- 
penses have been more than compensated 
for by strong personal and corporate loan 
demand and, even more to the point, a 
steadily rising, and mostly cheap, deposit 
base. 

For most lenders, return on assets and — 
for those who have not seized the opportun- 
ity to milk the stockmarket — return on 
equity stand at record levels. So do profits, 
with Hongkong banks posting an average 
after-tax earnings growth rate of over 20% in 
1988 and Thai banks clocking in at over 30%. 
Swelling assets — and coffers — are gener- 
ally the result of a buoyant regional econ- 
omy, one that produces an ever greater 
number of customers banking and borrow- 
ing ever greater amounts of cash. 

“In general terms, 1988 and the first half 
of 1989 has been an excellent period for 
banks allover the region,” said Philippe Del- 
haise, general manager of Hongkong-based 
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bank analysts Capital Information Services. 
making better profits, but they were also able to slow the rate of pro- 
visioning for bad debts.” 

The future remains mostly bright, 
suspect that the remainder of 1989 and 1990 will not be as kind 
to banks operating in Australia, where the economy is in a fright- 


"Not only were they 
though many analysts 


ful condition, or in Hongkong, which is 
suffering a backlash from China's political 
and economic crisis. New Zealand, on the 
other hand, is likely to revive somewhat 
from the horrors of 1988 which saw the 
country's largest bank just about go under. 
Ditto for Malaysia, which is still suffering the 
hangover from a 1984-85 crisis in the stock 
and property markets. 

Bankers will continue to emphasise qual- 
ity over quantity in their operations. Re- 
lationship banking and club deals have con- 
tinued to overtake the broadly based cor- 
porate syndicated lending of the past, 
while competition has stiffened on the 
individual lending front, particularly for 
highly profitable mortgage and instalment 
lending. 

Banks throughout the region seem to 
have learned the lesson of disastrous and 
widespread credit problems earlier in the 
decade, though some analysts question 
whether a major crisis would not expose ba- 
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lance-sheet improvements as Pyrrhic. What is clear, however, is that 
far greater attention is being paid to squeezing out costs as well as to 
drumming up new business. 

The banks have been nudged along in their attention to the bot- 
tom line by Asian governments keen to make their domestic lenders 
more competitive and better managed. In Indonesia, Malaysia and 
Thailand — all scenes of numerous bank failures earlier in the dec- 
ade — structural deregulation has been combined with greater cen- 
tral bank scrutiny. Hongkong, Taiwan and South Korea have also 
been adjusting their regulatory frameworks with a greater eye to- 
wards prudence. 

Many countries are voluntarily instituting the 8% risk assets ratio 
that will become an industrial country standard in 1992. The mighty 
Japanese banks, as national signatories to the Basle Accord, are al- 
ready well ahead of the game. 

A greater accentuation on asset-liability management is also 
manifest. Increasingly, Asian lenders — led by the Japanese and the 
big US money centre banks — have turned to repackaging assets for 
sale to other financial institutions. "Because the markets are becom- 
ing more educated on the distribution front," said Steven Baker, di- 
vision executive of Citicorp's aggressive East Asia division, "bankers 
can diversify their risks better." 

Part and parcel of this has been the rapid growth of bank treasury 
operations. Japanese banks count 
treasury work — the trading of cur- 
rencies and other financial instru- 
ments — as a major growth area, 
while banks from Singapore to South 
Korea have spent heavily to train 
traders and to computerise dealing 
rooms. In general, fee income, de- 
rived both from trading and from the 
provision of a wide range of services, 
is growing faster throughout Asia 
than interest income. 


he development of a capa- 
city to provide securitised 
financing, a trend apparent 


for some time as banks meet 
the challenge of global deregulation, 
also continued to unfold, albeit at a 
slower pace than in the early 1980s. 
Singapore's United Overseas Bank 
set up a Hongkong merchant bank ч 
called United IBV Ltd while South 
Korean behemoths Korea Exchange 
Bank and Korea Development Bank spread their wings in the 
Euromarkets, establishing new London-based merchant banking af- 
filiates. 

Financing packages involving both debt and equity are now 
standard throughout Asia, as they are throughout most of the in- 
dustrialised world. Banks that have not developed a capacity to pro- 
vide both are at a severe disadvantage both in competitive terms and 
because of the potential gains to be made from actually holding on to 
an equity stake in growing businesses. 

Cross border movements were most pronounced in Indonesia, 
where a slew of lenders lined up to form joint venture commercial 
banks in the wake of the October 1988 Pakto banking reforms. The 
queue of applicants to operate full branches in Thailand is also 
lengthening. 

Japanese banks are the most active in attempting to gain a foot- 
hold in the European market before 1992. Nomura and Mitsui-Taiyo 
Kobe Bank have achieved a head start by acquiring minority stakes 
in Spanish and Italian banks respectively. Hongkong and Shanghai 
Banking Corp., the biggest non-Japanese regional bank, is already in 
position. In 1987, it bought a minority holding in Britain's Midland 
Bank. . 

A reverse movement may yet come in Malaysia owing to the 
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Tokyo currency trader: treasury work expanding. 


ts 


passage of a 1989 banking act forcing 16 foreign banks operating 
there to incorporate locally within five years. An exodus of weaker 
foreign banks might also be pending in South Korea, where the gov- 
ernment is denying them access to local currency by whittling away 
at their swap lines. 

Despite a situation where many of the region’s markets are over- 
banked, there was no dearth of new entrants to the queue of multi- 
national aspirants. Taiwan's cash-flush commercial banks have been 
busy setting up overseas affiliates, while Singapore’s four main len- 
ders, long some of the more conservative institutions in Asia, are 
also creeping into different markets. 

A more balanced approach was on display among foreign banks 
operating in Asia, particularly those that have sought to establish a 
foothold in non-banking businesses. British clearer Barclays has ag- 
gressively sought stockbroking market share in several cities 
through its Barclays de Zoete Wedd subsidiary, while County Nat- 
West, the institutional broking affiliate of clearer National Westmins-e 
ter Bank, and Citicorp Scrimgeour Vickers, an arm of Citicorp, 
headed in disarray in the other direction. 

A range of bank-owned brokerages continued to agitate for 
licences in Thailand, Taiwan, South Korea, the Philippines, and in 
this year’s clear darling, Indonesia. Among the most visibly active in 
seeking underwriting business were such blue chip US latecomers 
to the Asian market as Salomon 
Brothers, Goldman Sachs and Mor- 
gan Stanley. 

With a number of sophisticated 
multinational banks crowding in on 
the corporate side, many local len- 
ders have turned their attention to re- 
tail banking in defending their home 
markets. Here the clear drift through- 
out the region is towards product di- 
versification and improved customer 
service. Indonesian banks have even 
taken to offering lottery tickets to at- 
tract new retail clients. 

Myriad loan products, a variety of 
deposit schemes and newly cheerful 
tellers appear to be the result, in part, 
of the aggressive region-wide lead 
taken by Citicorp, perhaps the only 
multinational lender with a pan- 
Asian retail strategy. A proliferation 
of automatic teller machines is also 
proceeding apace, with cash dispen- 
sers appearing in such secondary re- 
gional cities as Surabaya in Indonesia and even in such remote desti- 
nations as Chiang Rai in Thailand. 

Similarly, the credit card business is booming, with banks vying 
to capture as many of their regular customers as possible. Some ana- 
lysts believe the rapid and sometimes undiscerning issuance policy 
of lenders in markets like Malaysia, Thailand and the Philippines 
could be laying the base for future credit problems. 

More pressing credit problems are already apparent in China, 
where lenders big and small have flocked in the past 10 years. In the 
wake of unrest last spring, a number of major hotel projects have 
faced stormy weather leading bankers, for the first time, to sue gov- 
ernment guarantors for repayment. Particularly vulnerable are Ja- 
panese banks, who took advantage of Tokyo's tax policies to under- 
cut their competitors for market share, and a handful of European 
and US lenders. 

Despite this unsavoury experience with a non-market Asian bor- 
rower, a bevy of bankers have been visiting Vietnam in the hopes of 
drumming up a bit of business there. In December 1988, Vietnam al- 
lowed an Indonesian-owned bank to establish a Ho Chi Minh City- 
based joint venture trade bank. More licences, particularly for 
French and Southeast Asian lenders such as Bangkok Bank, are ex- 
pected soon. ж 


FAR EASTERN ECONOMIC REVIEW 45 








Bank is too big 
for the risk 
it carries 


_ By Nigel Holloway in Tokyo 


n. itsui’s merger with Taiyo Kobe to form Taiyo Kobe Mitsui 
M Bank, Japan's and the world's second largest, is eloquent 
testimony to the growing competitiveness in the industry. 
-= Deregulation of Japanese interest rates and the prospect of possible 
. head-on rivalry with securities companies has forced the banks to 
consider radical steps to adapt to a new climate. 
- The bank merger, announced on 29 August, shows that no Ja- 
.. panese institution can feel safe any more. Although previous bank 
== conglomerations in Japan have struggled for years to work effi- 
. dently, Mitsui and Taiyo Kobe believe they have little option but to 
is get together. 
.- The advantages of size are threefold. If a bank is to become a 
- significant presence in the three main financial markets of Tokyo, 
New York and London, enormous amounts of capital are required. 
::: Sheer size enables a bank to offer as complete a range of products 
апа services as possible to increasingly choosy companies which 
-> have operations throughout the world. And the ultimate pay-off is 
.. meant to be the achievement of significant economies of scale. Com- 
... puters, for example, are a bank's largest fixed cost, so if they can be 
-= shared, this overhead is halved. 
- But the dangers are just as great. Mitsui and Taiyo Kobe might 
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form a lumbering behemoth incapable of reacting quickly to 


changes. With assets of more than ¥53 trillion (US$36 billion) and 
23,000 employees, the merged bank is only a breath away from Dai- 
Ichi Kangyo Bank (DKB), itself the product of a merger 18 years ago. 
Only now аге ОКВ'ѕ managers claiming that the merger is working 
well and outsiders still reckon it is too big for its own good. 

The problem facing the banks is growing more acute. In a nut- 
shell, risks have risen due to the deregulation of interest rates and 
profits have been squeezed by the ability of the stockbrokers, trust 
companies and insurers to siphon business away from banks. 

A glance at the performance over the past year or so of the 13 so- 
called city banks, which can lend and borrow only for periods of up 
to three years, will illustrate the point. Operating profits dedined, on 
average, by 3.1% in the year to March on a parent company basis. 
Dai-Ichi Kangyo's operating profit, for example, fell 11% to ¥154 bil- 
lion, though operating revenue was up a whopping 36% to ¥3.3 tril- 
lion. 

For the past two years, banks have been dependent on market- 
rate sources for more than 50% of their total funding (55% in July). In 
the second half of fiscal 1988, ending in March, the average call rate 
rose to 3.98% from 3.55%. Rates on certificates of i climbed 
from 4.47% to 5.3%. Deposits grew by 16%. 

They were able to charge more for loans, but the rise did not 
fully cover the cost of funds. Net interest income as a percentage of 
assets fell for seven of 12 city banks (Bank of Tokyo excluded) last 
year. Loans grew by 13%, a shade lower than the previous fiscal 

ear. 
d Banks are trying to shift their loan portfolios to individuals and 
small businesses as fast as prudence will allow, because the margins 
are as much as a percentage point greater than loans to large com- 
panies. The biggest shift in this respect was achieved by Sumitomo 
and Sanwa — ironically, because they are Osaka-based banks and it 
is Tokyo where retail lending has grown fastest. To com msate for 
the deregulation of deposit rates, a new short-time pı ime ler 
rate was introduced in January. It is designed to float in line \ 
weighted average of market interest rates. The fear was that cor- 
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From the right vantage point, your vistas extend 
to even distant markets. Let's look them over together. 


The deeper your insights into a country 
and its economy, the better your prospects 
in international business. Take intelligence 
on optimum modes of payment and methods 
of financing, for instance. To support your 
foreign commitment successfully, your 
bank partner must be able to provide such 
information firsthand. 

That's why DG BANK has steadily ex- 
panded its international network of bran- 
ches and subsidiaries in major financial 
centers. In addition, we maintain corre- 
spondent relations with some 4,500 banks 
worldwide. As a member of the UNICO 
Banking Group, DG BANK cooperates 
closely with six large West European banks. 

To its international presence, DG BANK 
adds a universal range of services: from 


DG BANK 1988 - Key Group Figures 


Business Volume DM 139.8 billion 
Total Assets DM 132.6 billion 
Deposits DM 80.8 billion 
Bonds and Notes Issued DM 42.9 billion 
Loans DM 87.9 billion 


foreign exchange cover to Euroloans, from 
export financing to bond issues, from 
investment counselling to assistance in 
entering new markets. Whatever your 
needs, our fast-action policy ensures that 
you rapidly get together with the right 
people and lose notime in analyzing all the 
risks and opportunities. 

Our presence in the Far East: 
DG BANK Hong Kong Branch, Hong Kong; 
DG CAPITAL Company Ltd, Hong Kong; 


DG BANK бу 


DG BANK Singapore Branch, Singapore; 
DG BANK — GZB (Asia) Ltd, Singapore; 
DG SECURITIES Tokyo Branch of DG BANK, 
Tokyo; DG BANK Tokyo Representative 
Office, Tokyo; European-Asian Trade Ser- 
vice Company Ltd, Tokyo; Rakyat First 
Merchant Bankers Berhad, Kuala Lumpur. 

Further offices in: New York, Los Ange- 
les, Atlanta, Rio de Janeiro, London, 
Amsterdam, Luxembourg, Zurich, Geneva, 
Monte Carlo, Moscow, Budapest, Bucharest. 

Head Office: DG BANK, P.O. Box 10 06 51, 
Am Platz der Republik, D-6000 Frankfurt 
am Main 1, Federal Republic of Germany, 
Telephone: (69) 7447-01, Telex: 412291, 
Telefax: (69) 74 47-16 85/16 88. 


The broadly based Bank. 





Specialized precision. Global 
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Trade finance. Treasury services. Merchant 
banking. Stockbroking. Insurance. Years of 
experience in different departments and offices 
of the HongkongBank group have given our staff 
specialized financial skills. 


That’s why the HongkongBank group’s member 
companies have gained a formidable reputation 
for their specialized financial services. Wardley 
in project and corporate finance. James Capel in 
securities. Carlingford and Gibbs in insurance. 

To name a few. 

Advanced technology links these independently 
successful companies into a global network: over 
1.300 offices in 50 countries. The result: 


a unique mix of knowledge and experience 
worldwide. 


For more information, contact your nearest office 
of the HongkongBank group. 


Specialized skills providing fast local decisions, 
backed by global resources. That's our strength. 
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HongkongBank 
The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 
Wardley * James Capel • CM&M 
Equator Bank 
Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 30 JUNE 1989 
EXCEED US$124 BILLION. 

















has proven unfounded, at least for the larger banks. 

© While operating profits dipped, recurring profits jumped by 25% 
ast year thanks to huge sales of securities from the banks' hidden as- 
sets. In the 12 months to March 1990, the banks expect recurring pro- 
fits to rise by 5.7% as a whole and only Sumitomo expects to see a de- 
dine. This is because banks expect funding costs to rise further, 
_ which will be partially offset by a further boost in retail lending. 

= The picture was different at the three long-term credit banks. 
Operating profits rose by 10% and recurring profits by 18% in fiscal 
1988. This was because long-term debentures matured and were re- 
_ funded at much lower rates. They are expecting a 7% rise in recur- 














_ ring profits this year. NP. 

.. Although the banks have worked hard to counter Һе freeing-up 
. of deposit rates, their profits are still largely hostage to the general 
_ trend in interest rates. While some see the decline in US rates as a 
hopeful sign for Japan, others reckon that the domestic economy is 
growing too fast to allow the Bank of Japan (the central bank) to relax 
its monetary stance. 5o the broader picture suggests that interest 
. rates are unlikely to fall for perhaps the remainder of the calendar 
_ year. Bank profits are therefore likely to be rather unimpressive for 
scal 1989. | 

. Fromalong-term point of view, there are several factors working 
in the banks' favour. One of them is the capital-adequacy ratio im- 
posed by the Bank for International Settlements which stipulates 



























antage of mammoth equity issues and hidden assets to see double- 
digit growth in assets over the next three years or so. Six of the city 
banks are now over the 8% threshold and the others are not far off, 
as a result of retaining a lot of profits and by selling their scrip. 
.. Compound annual growth in assets for the 12 was 15.2% a year 
in fiscal 1987-88 against 15.9% in the four years to March 1987. The 
` bigger banks were the ones to see the faster growth. By contrast, 
: Kyowa's assets grew slowest in 1987-88, with a rise of 7.7% a year, 
_ the only bank not to manage double-digit expansion. 
. . Another factor is that Japanese banks’ exposure to the problems 
_ Of heavily indebted developing countries is far less than that of their 


By Elizabeth Cheng | 
hina's unwieldy banking system has encountered a host of 
problems in its attempt to modernise within a changi 
economic framework. The current cash freeze further ham- 
pers banks' efforts to improve the domestic clearing system and 
standardise basic operations. 
. The domestic financial system has degenerated into a free-for-all 
_ in the absence of a comprehensive banking law. Not only is the 
.,; People's Bank of China (PBoC) — the central bank — unable to con- 
___ trol a burgeoning private financial sector but it is also losing control 
.. Of those banks directly under its supervision as a result of the rapid 
liberalisation of the banking system over the past five years. 
So far, the only viable means of control available to the PBoC has 
been through cash dispensation — a crude but effective method of 
forcing banks and enterprises to toe the line. Since the beginning of 


porate borrowers would resist the possible rise in their costs, but this 


- that international banks’ capital must be at least 8% of risk-weighted 
г assets by March 1993. Japanese banks seem well placed to take ad- 
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competitors in the US and Europe with the exception of Bank of 
Tokyo (where such loans total more than 10096 of shareholders' 
funds). Due to the lack of tax incentives, however, Japanese banks 
have been unwilling to participate in major debt reduction schemes, 
and total exposure of the 12 has fallen by only 20% since 1986. — 

Japan is coming under pressure to play a bigger role in the resolu- 
tion of the developing-country debt problem and the Ministry of Fi- 
nance (MoF) is considering sweetening the banks’ tax incentives to 
encourage them to do more for their creditors. Developing-country 





loan-loss reserves have been increased from 5% of total exposure to 
15% over the past three years. Alicia Ogawa of S G Warburg Sec- 


urities says it is likely that the МОЕ will allow a further rise of 5% a 
year until a level of 30% is reached. This would help them reduce 






their exposure and thus improve their international credit standing. 
The third long-term boost is that deregulation may in future help 


Japan's banks. Until now it has squeezed their profits. This improve- 
ment is because the discussion has shifted from the question of in- 
terest rates to that of financial segmentation. Banks have been kept 
out of the more lucrative areas of trust business and the securities in- 
dustry by laws and regulations. But that has started to change in 
favour of the banks. | we 

For one thing, they have been allowed to act as principals and 
brokers in the new futures and options markets in Japan and have al- 
ready shown their mettle as the major players. Pension fund man- 
agement is also about to be opened up and some banks are poised to 


enter the field. Securitisation of loans made to local governments 


was permitted in August and ordinary commercial loans may be al- 
lowed to be securitised by the end of the year. 

The ultimate prize is the underwriting and brokerage of stocks 
and bonds. The securities houses are putting up stiff resistance to 
the various proposals made by the banks to the MoF to break into the 
field, but it seems to be only a matter of time before banks are able to 
take away some of those fat profits from the brokers. — 

All these changes put a premium on size. Sumitomo, Fuji, Mi- 
tsubishi and Sanwa look like being in the best position to benefit 
from the more competitive climate Japanese banks face over the next 
five years. Mitsui Taiyo Kobe Bank may be a force to be reckoned 
with five years after that. u 


this year, the central bank has experimented with an alternative 
method — using interest rates to control money supply, but with - 
limited success. Bank rates have been creeping up from a low of 3- 
5% two years ago to around 7-8% last year, but they were still un- 
competitive when compared to the 40-60% interest some private 
money-lenders were offering. 

There was also little incentive for people to save when inflation 
was in the high 2076 range. The PBoC has now introduced a deposit 
scheme which links interest on term deposits to the inflation rate. 
However, some bank branches, particularly those at town and 


. county levels, got carried away with the nationwide drive to absorb 


deposits and started a rate war. According to Outlook, a mainland 
Chinese publication, the city of Xiangfan in Hubei province experi- 
enced financial chaos for the first time in 40 years when in March, 
bank branches started to raise rates in an effort to meet their deposit 
quotas. 

The Xiangfan branch of the Industrial and Commercial Bank of 
China (ICBC) kicked off the war by offering an annual deposit rate of 
28%. Not to be outdone, other banks raised their rates even higher 
so that within a mere two days, rates shot to as high as 60%. Since 
cheques are hardly known in rural areas, people rushed from bank 
to bank, withdrawing or depositing cash, disrupting normal bank- 
ing functions. | Uus 

After two days, the ICBC branch found itself out of the race, hav- 
ing lost all its cash to rivals, and on the third day, all banks closed 
their doors as city authorities intervened to stabilise the situation, ac- 
cording to Outlook. | mE 

Meanwhile, lending rates have lagged behind deposit rates, 
causing unease, particularly among grassroot banks such as rural - 












TRUST THE HALIFAX 


TO FIX THE INTEREST RATE 
WHATEVER THE CLIMATE. 





By opening a deposit account you become a depositor with the Society. Depositors are not members of the Society and 
only certain members can vote on resolutions, Only members can attend at meetings of the Society. Copies ofthe most 
recent audited accounts are available on demand. Halifax Building Society's principal office is in Halifax, UK. 


The financial climate is often unpredictable. 
Which is why you should invest wisely and not just 
settle for any port in a storm. 

The new HALIFAX FIXED RATE INTERNATIONAL 
is a safe haven for investment and a guarantee against 
unstable interest rates. 

It's a Jersey-based sterling deposit account, 
open solely to those people not ordinarily resident in 
the UK. The kind of people who want a guaranteed 
fixed interest rate and who are willing to leave their 
investment untouched for a period of 12 months. 

There is a minimum investment level of 
£10,000 and the interest rate on your account is fixed 
on the day that we receive your funds, 

But às interest rates can vary from time to 
time, you can call our Halifax Jersey Helpline now 
on (0)554 59840 for information on today's current 
fixed rate. 

Being Halifax Building Society, vou can expect 
à highly competitive rate, And being offshore, you can 
expect high interest with no UK income tax deducted, 

You can take vour interest at the end of the 
term. Or opt for a monthly income, with which vou 
can pay bills and set up standing orders and direct 
debits via our variable rate account HALIFAX DEPOSIT 
INTERNATIONAL. 

Alternatively vou can have your monthly 
interest paid directly into your UK or Channel 
Island bank account. 

Send in the coupon now for more detailed 


` information and conditions of issue, and we'll help 
you weather any storm. 


Ingouville House, Ingouville Lane, St Helier, Jersey, C. Islands. 
Please send me details of HALIFAX FIXED RATE INTERNATIONAL O 
HALIFAX DEPOSIT INTERNATIONAL О 
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Halifax Building Society, International Investment Unit, 
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credit ЕИ which быра oi monii bes: lend- 
g rates are generally 2-376 lower than deposit rates. 
The credit squeeze has seriously affected bank reforms in gen- 
eral, particularly attempts to evolve a viable chequeing system. Bank 
ranches in a number of areas, including, notably, the Hainan Spe- 
. cial Economic Zone (SEZ), have been accused of delaying settlement 
On cheques in an effort to hang on to whatever cash they have or be- 
. “cause they do not have the money, according to mainland news re- 
_ ports. The 
< -it has caused considerable disruption to local business as well as 
___ huge losses in interest payments апа lost opportunities. . 
| > PBOC officials recently noted that partly as a result of such delayed 
. payments, enterprise defaults now amount to more than Rmb 100 
|. billion (US$26.9 billion). 
|. Chinese bankers admit that since the new bank settlement sys- 
_ tem started on 1 April, many problems have emerged, including in- 
|. gdequate preparation for the introduction of the new system, and 
__. the vast differences in management style, work methodology, qual- 
-ity of manpower, customer base and so on between specialised and 
. general banks and even between branches of the same bank. 
= .. There is also a lack of policy coordination even within the same 
|... banking group and virtually no interbank relations in most places, 
-apart from the SEZs and certain major coastal cities where a faster 
. pace of reform is allowed. 
. According to a 9 August Financial News report, a survey con- 
- ducted by the PBoC and the three specialised banks in Shandong pro- 
-vince isolated six problems arising from the new settlement system: 
-P Inadequate preparatory work had resulted in delays in stand- 
 ardising money orders and drafts. 
` The cash freeze had affected settlement as banks sought excuses 
_ to delay settlement or reject cheques and drafts to conserve cash re- 
serves. 
Cheque ures are too complicated and time consuming, 
owing partly to a lack of coordination between various banks. It may 
take weeks, allowing for cheque alterations or postal delays, before 
the customer finally gets his money. 
з » The various specialised banks had encumbered implementation 
5. ofthe system with too many additional rules. For example, both the 
== ICBC and the Agricultural Bank of China (ABocC) require any draft of 
«^. more than Rmb 300,000 to be accompanied by a telex, which, owing 
-> to poor telecommunications, could take more than a week, thus un- 
= dermining the efficiency that a chequeing system was supposed to 
.. bring. 
- b In some cities where the system was in full operation, cheques 














. were available only for large sums, creating new inefficiencies in - 


= banks’ cash management. Also, with the new system, utility au- 
© thorities wanted enterprises to make payment оп a fixed date and at 
.. a fixed location. This meant enterprises would need to have a great 
." many employees calling at various bank branches at the end of every 
.. month to make payments in cash for such things as electric, postal, 
: water, rent and other services. 
C P Owing to the credit freeze, commercial enterprises were reluctant 
`. to accept cheques and drafts from banks for fear that they would not 
be honoured, preferring transactions to be made in cash. 
| On the whole, while the Chinese banking system still seems ar- 
. chaic to outside observers, it has made great strides in some areas, 
_ notably the technological side of retail banking, as NCR (Hongkong) 
. managing director Michael Lee confirms. NCR has sold 200 automatic 
^; teller machines (ATMs) to Chinese banks, mainly the Bank of China 
-= (BoC) of which half have been installed — predominantly in Guang- 
. dong province, where there is more cash circulating. 
—. The BoC has reported а 30% improvement in deposit-taking after 
.. the installation of ATMs, said Lee. "So they are really pleased about 
2 the ATMs,” he added. Other banks are now getting keener to acquire 
.. the machines, which appear to be helping to break down the 
.. Chinese people's general distrust of banks. 
`, NCR has also started to supply some ATMs to the ICBC as well as 
-+ general purpose computers to the central bank. Lee explained that 
=. general purpose computers are open systems which can be made 





practice has become so widespread in those localities that 
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СГ Soele with the products of other manufacturers. This is par- 
‘ticularly useful for China, given that provinces and localities (and 
different banks) tend to go their own way. 


However, ATMs belong to the category of special purpose compu- 
ters which are not typically used to cross markets. Hence, the 
software for an NCR ATM will, in theory, not be compatible with an 
ATM from another manufacturer. 

The Boc is spearheading changes in the retail sector but is ham- 
pered by China's poor communications network. The speed of im- 


‘provement and modernisation of China's banking sector will de- 
pend heavily on how fast new cables can be laid and the setting up of 
more satellite stations. 


Eventually, the Boc expects to link up its ATM network through- 
out the country, but for now it intends to hook up its ATM network in 
Shenzhen with that in Canton, and then with Peking. ATM users in 
Canton cannot yet access machines in Shenzhen and elsewhere in 
the country where the Boc has an ATM network. 

The central bank is investing in a new satellite communications 
network. By next year, its main satellite station in Shahe, near Pe- 
king, will be on-line with 323 cities in the country, the bank said. It is 
hoped that the network will allow the bank's headquarters to control 
China's entire banking system. 

The potential for electronic banking in China is, of course, 
enormous. The Boc, with the smallest retail network — 1,000 
branches (excluding sub-branches and offices) is probably the most 
dynamic and innovative. The ICBC has the largest urban network 
with 24,000 branches. It also has a larger deposit base than any other 
banking group in the country. But the ABoc has the largest branch 
network, since it has a presence in practically every town and village 
in China. n 








HONGKONG 


Best of times 
...and | 
worst of times 


By Jonathan Friedland in Hongkong 


ongkong bankers, who were expecting another round of 
stellar results in 1989, have ended up breaking the year into 
two: B. T. and A. T. Before Tiananmen (Square) when all 
was well, and After Tiananmen when all bets were off. 

For 1988 and the first half of 1989, Hongkong's 160 banks could 
not have asked for better times. Business on all fronts was booming. 
Corporations were borrowing steadily, mortgage and car loan de- 
mand was strong, the credit card business was going great guns and 
deposit growth was formidable. For the big foreign players like Bank 
of Tokyo and Citicorp, lack of real market penetration was more 
than offset by the gains from healthy treasury operations. 

Further, in an atmosphere of rising rates right through June 1989, 
margins held up particularly well, allowing banks to book record 
after-tax profits, making managers look good and pleasing share- 
holders. This was in contrast to 1984-87, when the proliferation of 
new lenders and new products in Hongkong banking resulted in a 
squeeze on margins. 

Clear portents of trouble were few; a post-1982 clean-up of the 
banking system made the appearance of another Carrian-style case 
unlikely and the property sector, though rising strongly in value, did 
not appear unduly risky. About the only worries were a shortage of 
qualified labour and the timing of an inevitable slowdown. . 

. The last point is no longer a worry, the inevitable slowdown 
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Ready to seize every opportunity in a fast moving world, 
Banque Indosuez has branches in 27 Asian countries. Esta- 
blished in Asia for more than a century, Banque Indosuez 
has now been voted one of the top three banks in the 
region by 956 chief executives of Asian Banks. 

We are, of course, proud of this acclaim, and would like 
to thank our clients for having enabled us to attain this 
position. 

Their esteem is our encouragement to reach for ever 
greater heights of efficiency and excellence. 
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precipitated not by the anticipation of a slackening world economy, 
but by a hail of bullets in Peking. The timing of the 4 June killings 
gave local bankers enough time to salt away some of their excellent 
first half earnings before 30 June. This will allow them to smooth 
over an anticipated slump in second half 1989 business. 

In reflection of second half padding, the giant Hongkong and 
Shanghai Banking Corp. announced a 15.376 year-on-year increase 
in after-tax and after-transfer profit, while its 61%-owned subsidiary 
Hang Seng Bank reported a 15% rise in late August. The other two 
locally owned major banks, Bank of East Asia and Wing Lung Bank, 
were slightly behind and turned in first half year-on-year growth re- 
sults of less than 14%. 

While still a far better performance than most US or European 
banks, the latest results fall far short of the average profit growth of 
more than 20% clocked by the Hongkong banking sector in 1988 — 
and the real average figure, before transfers to undisclosed inner re- 
| «serves, is poorer still. 

Just how events in China will hurt Hongkong bankers is difficult 
to say. Property developers and fac- 
tory owners have put expansion 
plans on hold, while China-related 
projects have slowed to a trickle. Real 
estate lending, which at HK$18.6 bil- 
lion (US$2.38 billion) in 1988 ac- 
counted for 32% of all assets booked 
by Hongkong banks, virtually halted 
in the months following the China 
crackdown. 

On the other hand, demand for 
small and medium-sized home 
mortgages appeared to be holding 
up reasonably well in the post- 
Tiananmen period, suggesting that 
Hongkong's rank and file still had 
faith enough to buy homes. This, 
bankers hoped, would have a knock- 
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on effect in the upper end of the Ka Wah Bank 
property market. Kwong On Bank 
In another positive harbinger, the Liu Chang HN) Senk 
Nanyang Commercial Bank 
largest private-sector financing yet Overseas Trust Bank 87-88 


arranged for a Hongkong concern, 
a HK$10.5 billion credit to build 
facilities at the main container port, 
was successfully completed in Au- 


gust. 


he make-up of participation in 
| the Hongkong International 
Terminals project seemed to 
indicate a return to business as usual, 
at least for blue chip, cash-generating 
projects. Cash-rich Japanese banks 
swarmed to participate in the project, as they have in all major local 
infrastructure deals, while Western banks steered generally 
clear, claiming the credit for a project of the size was too tightly 
priced. 

The overall slowdown in property lending has pinched those in- 
stitutions, like Bank of East Asia and Hang Seng Bank, which have 
only a modest international presence. Some 60% of the loans issued 
by these two banks are property-related, mainly in the form of home 
and business mortgages. They have tried to compensate, in part, for 
the volume loss by squeezing extra fee income and a bit of additional 
interest out of borrowers. 

Prospects have clearly dimmed for the People's Republic of 
China (PRC)-owned "sister" banks that have, over the past few 
years, managed to capture more than 20% of Hongkong’s total de- 
posit base by aggressively undercutting the competition. According 
to banking industry research company Capital Information Services, 
the 13 sisters operating in Hongkong lost HK$20 billion in a politi- 
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cally motivated deposit run in the wake of the Tiananmen killings, or 
roughly 11% of their deposit base. 

While the money has remained in the Hongkong system — 
being re-deposited in other, non-communist banks — the loss 
makes it harder for the sisters to keep funding the kind of cheap 
loans that have built strong retail customer allegiance. The identifica- 
tion of these institutions as part of the same structure that initiated 
the crackdown in China is, for the time being at least, a significant 
business liability. 

Besides a dearth of new business, Hongkong banks, and the sis- 
ters in particular, also will no doubt see doubtful debts increase in 
the period ahead. A substantial, though statistically undefinable, 
portion of local bank lending is to PRC companies, either for Hong- 
kong share and property purchases or for activities in China. With 
many of these borrowers undergoing party-instigated restructur- 
ings and a shortage of foreign exchange expected to afflict all 
Chinese enterprises by the end of 1989, Hongkong lenders will face 
possibly serious payments problems. 

Banking regulators in Hongkong, 
© however, argue that reschedulings 
Ё and even bankruptcies by Chinese 
| companies will not have a terrible 
systemic impact on the local banking 
| 7» system. Capital adequacy guidelines 
` | апа stricter surveillance put into ef- 
fect since the 1982-84 slew of bank 
failures mean that risks are better ap- 
portioned among local institutions, 
said Banking Commissioner An- 
thony Nicolle in a recent interview. 
Nonetheless, Nicolle himself was 


406 — 027 
2323 132 | sufficiently concerned about lenders 
13.35 091 . . relying too much on property collat- 
ы 125  : eral, and not enough on borrowers’ 
20405 245 | wt ioi 55 
1612 iy | ty to repay, to issue a cautioning 
7.83 132 Statement to bankers in May. 
10.36 0.64 Hongkong authorities through- 
um 138 | out the year sought to induce discip- 
475 075 | line among banks by setting end- 
5.99 0.52 1989 as the date that new capital 


standards will have to be im- 
plemented for all locally incorporated 
financial institutions. The Basle re- 
quirement of a capital to risk assets 
ratio of 8% will have to be met in full 
by the end of 1992, an imperative few 
Hongkong banks should have diffi- 
culty meeting. 

The process of banking sector 
consolidation, under way since the 
chaos of the early 1980s, continued 
apace over the last year. In late 1988, 
First Pacific Co. es for HK$205 million a majority interest in IBI 
Asia (Holdings) Ltd, owner of the Chiu family's money-losing Far 
East Bank. The purchase, backed by a HK$456 million rights issue 
designed to top up the capital of the newly consolidated First Pacific 
Bank (FPB), increased the size of FPB's domestic branch network from 
four to 38. 

A second bank looked set to change hands in early August when 
the Hongkong Government announced that it would sell foreclo- 
sure-case Hang Lung Bank to Dao Heng Holdings, an investment 
arm of Malaysia's Quek family. The Queks, who are majority share- 
holders in the Hong Leong finance and property group, already 
own the small Dao Heng Bank in Hongkong. 

Once the sale is completed, the combined institution will have 48 
branches, making it the fifth largest in Hongkong. The sale of Hang 
Lung will leave the Hongkong Government with only the Overseas 
Trust Bank to sell of the institutions it took over during the E 
banking crisis. 
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The same managers use active asset allocation te clinics 
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By Jonathan Moore in Taipei 








cash, Taiwan banks finally gained from the effects of a mas- 


sive liquidity surplus as a booming real estate market and out- 


| . ward foreign-exchange transactions helped them generate 
| profits. 


But continuing financial reforms could bring greater competition 


* ` for existing banks, which will have to vie for a limited amount of 
|." lending business with new private banks coming into existence 








under Taiwan's new banking law. 

Two years ago, local banks were turning away depositors due to 
an excess of deposits that were not offset by loans and were getting 
their income instead from central bank certificates of deposit (CDs). 
Since 1987, the percentage of deposits recycled as loans has risen 
from about 48% to 60%. 

In contrast to their previous drain from costly foreign-exchange 
holdings, the local banks profited as stability in the exchange rate 
caused money to begin flowing out of the country in large amounts 


a . for the first time in several years. On 1 September the central bank 
. governor said US$10 billion had left Taiwan in the past year, bring- 









sing, but slowly 


The creation of new. private | banks under Taiwan’ s new banking | 


. law, the centrepiece of the government's plan t | 

sclerotic domestic financial sector, may be dela aye 

tegy rethink at the Ministry of Finance (МОР). — 

The long-awaited bank statute was passed | 

Yuan on 11 July, and some 20 interested private 

have been anxiously waiting to see how. muck 

. will place on granting new private bank licence 

` rules. 

But local papers have reported that, for now, t 

feet about allowing. new banks. For political - 

reasons, the MoF may choose to wait until the th: 

ment-owned commercíal banks are privatisec 
new private bank licences. | 


could create the potential for abuses by new E nk o 
vately, however, government officials say the change 

out of fear that the likely investment by Legislative Yua 

in new private banks could create a conflict ofinte 

lock. eventual privatisation of the existing bai 

г banks were allowed in first. If privatisation tak 
d E such ir drance, itcould take up to a year, bar 

Besides injecting competition into the heavil 

x -bank ing industry, the law allows foreign bank 

asiness re to pinciude more of mes services 












fter several years spent choking under Taiwan's pile of excess 


deposits. | Bankers hope th that Ws rule. shells a 
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ing Taiwan’ 5 foreign-exchange reserves. dawni to sound US$70 bil 
lion. 

Wealth and demand created in the frenzied stock and propert 
markets benefited the local banks. While rising property prices fuel 
led loan demand, the increased lending added liquidity, directly o 
indirectly, to the property and stockmarkets, in turn creating mon 
loan demand. Further, “[local banks] may have been using the in 
flated property prices as an excuse to lend for commercial pur 
poses,” noted the manager of a foreign bank branch in Taipei. 

In late March, the central bank became fed up with the viciou: 


Spiral and moved to cool the inflationary rise in money supply b: 


sharply raising deposit reserve requirements and its rediscount rate 
Taiwan's 16 domestic banks had cash tied up in loans and CDs ant 
were caught out by the swift credit clampdown. Unable to rais 
funds by: a deadline, the three large government-owned commercia 
banks — Hua Nan Commercial Bank, Chang Hwa Commercia 
Bank and First Commercial Bank — had to pay heavy fines. 

As banks rushed to raise money by attracting new deposits, in 
terest rates climbed. Short-term money market rates shot from 3.5% 
to nearly 13% for a time, and prime lending rates went from aroun 
7% to 13% before settling back to 10.75-11%. Money supply growtt 
plunged from near 30% to below 10% and loans fell off. 

“The central bank told the banking system to cut down on the 
credit-granting,” said the foreign banker. “They warned the bank: 
and this time they cracked down. And a lot of the local banks go 
burned.” | 

Despite the squeeze, Taiwan's banks had good profits in fisca 
1989, which ended on 30 June. According to preliminary figures 
Hua Nan Commercial Bank had pre-tax profits of NT$2.4 billior 
(US$93.5 million) on operating income of NT$33.4 billion. Chang 
Hwa's profits were also NT$2.4 billion on NT$34 billion in income 
First Commercial's figures were unavailable. 

Bankers are hoping that profitability will continue in the nex 
year. Problems they face include the fact that MENS the short-term 
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credit tightening, the basic liquidity pro- 
blem remains, and now, property prices 
are falling off. Bankers complain that in- 
terest rate spreads have shrunk since 
the credit squeeze and they expect eventu- 
ally to face competition from new private 
banks 


The economic climate in the coming 
year is not promising for lending oppor- 
tunities. “Manufacturers right now 
do not have an incentive to invest and 
there is no expected uptick either,” said 
Chen Chi-chu of the International Commer- 
cial Bank of China, a local trade finance 
bank. 

The local banks’ foreign counterparts, 
meanwhile, reported reasonably good lend- | 
ing business in the last year, but said the environment had grown 
more competitive and they were tightening their belts. 

In the recent three years, the foreign banks' advantage as lenders 
of foreign currency has disappeared as Taiwan has become foreign 
exchange-rich. Stability in the NT dollar has put an end to the ready 
foreign-exchange gains from 1987's central bank-controlled cur- 
rency appreciation. 

Rising land and labour costs have made Taiwan an expensive 
place for foreign banks, and problems are certain to grow as liberali- 
sation begins to create a more competitive local banking sector. An 
influx of new private banks under the new banking law would 
create competition for staff. Already, new securities houses 
have poached staff from the foreign banks with offers of large 
salaries, which has hurt efficiency as the banks try to re-train new 
employees. 

The circumstances are forcing the foreign banks to carefully de- 
fine business strategies, say their managers. While they say they will 





A specialised 
approach 
as 1992 looms 


By Anthony Rowley in London 
T he European banking scene appears set to change quite 





dramatically in the early 1990s with an increased number of 

mergers and acquisitions, originating both from within and 
outside Europe. The trend is likely to be away from the universal 
banking concept towards a more specialised approach. 

It also seems likely that European banks, which have already pro- 
visioned heavily against Third World debt, will reduce the relative 
size of their lending to developing countries as the size and scope of 
the domestic banking market in Europe is expanded. 

There are two principal catalysts for these impending changes: 
one is the advent of the single market in financial services which is 
supposed to be achieved by 1992 in the 12-nation EC. The other is 
the stricter capital-adequacy ratios being introduced under the aegis 
of the Basle-based Bank for International Settlements (BIS). 

So far, the pace of merger activity in European banking has lag- 
ged well behind that in the industrial sector, where a rash of internal 
and cross-border mergers are taking place in the run-up to 1992. 
About the only exception has been an attempted link between 
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» generally keep trade finance as their con 
- business, the less focused approach whict 

. - succeeded in the past will not suffice in the 
new competitive environment. 

Consumer banking is a largely untappec 
market in Taiwan that local as well as foreigr 
banks are sure to begin to seek out, lured by 
Taiwan's high per capita income and aver 
аре family savings of NT$250,000. Citiban} 
and American Express in particular have 
made the retail sector a primary busines: 
target. 

Bankers Trust is aiming to take advan 
tage of the potential for growth in invest 
ment banking. The expected gains in thi: 
area, however, will probably await furthe: 
development and deregulation of Taiwan': 
unsophisticated capital markets and greater interest in large scale, 
overseas investments by Taiwan companies. 

Foreign banks are allowed to engage in more services under the 
new banking law and may also engage in longer-term lending and 
borrowing. They are still allowed a maximum of two branch offices, 
one in Taipei and one in Kaohsiung. 

With the help of new government policies like the new banking 
law and the plan to privatise the commercial banks, Taiwan's local 
banks are struggling to shed the conservatism of the past. 

Despite specific attention in the banking law to defining the un- 
derground sector, the political will to deal decisively with Taiwan's 
huge and risk-laden underground investment houses is lacking in 
this election year. 

Further changes may have to wait for the planned privatisation of 
the three government-owned commercial banks. But local and for- 
eign bankers say current changes in public and private attitudes are 
in the right direction. 9 


Generale de Banque in Belgium and AMRO Bank in the Nether- 
lands, though even this has run into problems. 

The reason for the lack of merger activity is the strict and pater- 
nalistic attitude which most European banks exercise towards their 
charges, and towards any unwelcome suitors. The Hongkong and 
Shanghai Bank discovered this to its cost a few years ago when it cast 
desiring glances at the Royal Bank of Scotland. In West Germany, it 
is the power of the cross-holdings among financial and industrial 
groups which keeps intruders out. 

Some people believe that things will change even before 1992. 
One of them is Antione Jeancourt-Galignani, chairman and chief 
executive of France's Banque Indosuez, who told the REVIEW that the 
recently promulgated European banking directive would "force 
[EC] countries to open up to other European banks and make ac- 
quisitions possible." 

The directive is aimed at opening up banking and financial ser- 
vices generally within the EC and will in theory offer the same 
privileges to non-European institutions already established within 
the EC as it does to member-country banks. Foreign banks coming 
fresh to the EC will, however, have to negotiate concessions on the 
basis of some sort of reciprocity of access. 

Jeancourt-Galignani believes that the new regulations will be 
"very generous" in this respect to outside banks. If so, this will be 
welcome news for Japanese banks — especially Japan's so-called re- 
gional banks — which are hungry for acquisitions in Europe. 

Nomura and Taiyo Kobe Bank have already set the ball rolling in 
acquiring minority stakes in Spanish and Italian banks respectively, 
though this will be only the prelude to bigger things if Jeancourt- 
Galignani is right. Also interesting in this context is the fact that 
Daichi Life, one of Japan's biggest insurance companies, and Tokai 
Bank have secured significant stakes in Indosuez parent company 
Compagnie Financiere de Suez. 

There is a general consensus that most of Europe is ovér-banked 
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- already, in terms of the sheer number of institutions. So, outside in- 


stitutions wishing to establish a major presence in the EC will have to 
lo so by taking over existing banks, or at least securing stakes in 


| them. The big retail banks, such as Midland Bank 





_ and Banque National de Paris (BNP) will probably acquire other retail 


.. banks in Europe. ne 
— So far the indications are that the Japanese will be more interested 
in acquiring merchant or investment banks rather than retail banks. 
Nomura’s incursion into Banco Santander in Spain, Taiyo Kobe's 
stake-buying in Monte dei Paschi di Sienna bank in Italy and Bank of 
Yokohama's takeover of British merchant bank Guinness Mahon all 
point in this direction. Their ojective is to gain access to the corporate 
client base of these European institutions. | 
There are a number of sickly, if not yet sick, banks in Europe too 
which will probably not be able to withstand the onset of fiercer com- 


p petition in the single market. Neither will many of them be able to 


meet easily the stricter capital adequacy ratios laid down by the so- 
called Cooke Committee of the BIS — ratios which are likely to be 
reinforced before long by the introduction of the EC’s own capital re- 


. quirements. 


These tighter ratios mean two things: first that banks must seek 
fresh capital — and that will not always be forthcoming from existing 
_ shareholders — and second that they will have to look for much im- 
. proved returns on assets in future. One European banker estimated 

to the REVIEW that a minimum of 1% over cost of funds would 
be acceptable, whereas many banks are now lending at 0.2596 over 
cost. | 

One indication of the fragmentation of the European market at 
present is the fact that none of the biggest European commercial 
banks — such as Barclays, BNP or Credit Lyonnais — has more than 
around 3% market share in the EC. What is not clear yet, however, is 
the extent to which the future belongs to much larger institutions or 
to smaller, local institutions well adapted to particular markets. 

One thing which European bankers — like their counterparts in 
New York — are sure of is that stricter capital adequacy ratios imply 
a need for much more specialisation in future, and that the idea of 
being everything to everyone — in commercial and investment 


banking, wholesale and retail activities — is simply not valid any. . 


longer. As Jeancourt-Galignani puts it: "There are 30-40 banks in 





Africa wins, 
Asia loses 
in IDA deal 


By Anthony Rowley in Washington 


re the poorer countries of Asia being short-changed by the 
A World Bank, or at least by its soft-loans affiliate, the Interna- 
tional Development Association (IDA)? Some IDA officials 
think they are and the powerful voices of Da's Pacific donors — 
principally Japan, Australia and South Korea — are joining the 
chorus of protest. 
These three countries’ representatives or deputies at IDA have 
made strong representations during the current negotiations for the 


Oth replenishment of IDA’s resources. The IDA IX negotiations re- 


sume in Washington around 21 September and should be con- 
cluded in Kyoto, Japan, at the beginning of November. _ 

es This should mean that negotiations can be concluded before end- 
=> 1989, in order to get national budgetary approvals in time to re- 












‘Europe who think they can be universal banks, but they can't. 


The emphasis is shifting increasingly too from low-margin tradi 


tional lending business to higher-margin fee based activities in вис] 


areas as capital markets, international banking and so-called finan 
cial engineering (which embraces such things such as mergers arx 
acquisitions, leveraged buy-outs and leasing). Even if traditiona 
lending business does not contract in absolute terms it will certainh 
do so relative to the growth of these new business areas, especialh 
as banks become increasingly disintermediated by corporate resor 
to capital-market funding. - | 

Globalisation of activities is no longer a viable prospect for am 
but the biggest commercial banks in Europe, because of the need к 
concentrate capital where it is most needed. Fortunately, the pace o 
industrial investment in the EC in the run-up to 1992 has already 
spurred economic growth rates averaging 4?6 annually in northerr 
Europe and more in southern Europe. So banks can expect to thrivi 
on the back of this increasing domestic prosperity. 

This does not mean that they will turn their backs on profitabk 
regions of the world such as Asia, though here again the concentra 
tion in future will be upon areas such as capital-market and securitie: 
business plus other specialised areas of banking. Ship financing, too 
has once again become a highly buoyant and profitable area of inter 
national business. | 

It does imply, however, that European banks will be far more re 
luctant in future to commit scarce capital resources to syndicatec 


loans and general balance-of-payments financing in areas such a: 


Latin America — except where they have special interests. As one 
banker put it to the REVIEW: "Traditional lending will have to be : 
way into other types of business." Most of the big European bank: 
have provisioned heavily — more heavily than their US counter. 
parts — against Third World loans in Latin America and Easterr 
Furope. | 

The big four British clearing banks — Barclays, Lloyds, Midland 
and NatWest for instance — have this year raised the general level oi 
their provisions from 35% to close on 50% of their Third World expo- 
sure. Continental banks such as Indosuez have pushed their provi- 
sioning levels up beyond 50% — to the point where it roughly 
equates to the secondary-market discount accorded to big debtors 
such as Mexico or the Philippines. a 


plenish IDA for the four years 1990-93. The signs are, however, tha 
certain Asian countries face a raw deal under IDA IX. 

There have long been squabbles over the size of IDA and over the 
tardiness of certain donors — notably the US — in paying their dues 
Now a new problem factor has entered the equation, one which dis 
criminates against Asia in particular. 

Growing international concern over the absolute poverty in sub. 
Saharan Africa, coupled with the notion that Asian countries are 
generally much more successful economically, led to a massive рге. 
emption of funds for Africa under IDA VIII, which is still current. Іл 
officials estimate that around 48% of the total special drawing right: 
(SDRs) 10.7 billion (US$13.35 billion) provided under IDA VIII will gc 
to Africa. ! 

China and India qualify automatically for 30% of IDA, leaving jus! 


` 22% to be divided among many poorer countries, among which 


Bangladesh, Pakistan and Nepal are obvious candidates in Asia. 
(IDA provides 50-year loans at nil interest other than a 0.75% "ser 
vice" charge. Commitment fees have been abolished.) 

Already, the huge pre-emption of IDA funds for Africa is causing 
problems at sectoral level in Pakistan, an IDA official told the REVIEW. 
The question IDA officials are now asking themselves is what hap- 
pens if, as seems likely, Vietnam and Cambodia become eligible for 
IDA funds during the period of DA IX. Afghanistan and Burma 
might also become eligible. - 

Simply to maintain IDA's spending power in (inflation-adjusted) 
real terms, IDA IX will need to be at least SDRs 11.8 billion. IDA officials 
suggested that, on the basis of a realistic analysis of needs Da's ninth 
replenishment should be for spRs 13.4 billion. But the G7 group of 
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major donors appears unwilling to go along with that. Some coun- 


tries' aid programmes in fact imply a reduction even in the nominal 
size ОЮА ІХ, — 

Certain World Bank officials argue that, given the finite size of IDA 
funds, the pre-emption for Africa (which is supplemented anyway 
by an internationally funded Special Facility for Africa) is greater 
than that continent's capacity to absorb funds. Some of the poorer 


. . Asian countries could in effect make better use of ће money, they 


e. 
Japan, Australia and South Korea have meanwhile: pointed to the 
case of Indonesia which is ineligible for IDA funds, even though its 





|. GNP per capita is below US$580 (in 1987 dollars), the figure v 


١ 





one of the yardsticks for determining whether countries should re- 
ceive IDA aid. The Philippines, too, is close to the IDA level of eligibil- 
ity. 

The trouble is that more subjective criteria of Бен ане and 
creditworthiness enter the picture. On this basis, Indonesia and the 
Philippines are expected to borrow not from IDA but from the World 
' Bank proper, the International Bank for Reconstruction and Deve- 
- lopment (IBRD), whose current interest rate is 7.9% and where 


a ` maturities are shorter. 


For IDA to have a significant impact in Indonesia it would need to 


^^ lend substantial sums. If the rug is not to be pulled out from under 


-those African countries where IDA is currently financing түлө eco 
. nomic adjustment programmes, IDA IX would need to be t 








^. greatly if countries like Indonesia were to benefit. 


This seems unlikely in the present economic climate, especially 


1 i Аша ланса countries to favour bilateral aid programmes rather than. 
.. multilateral programmes when resources are tight. They all pay lip 


service to the high quality of IDA projects but are not always willing 
to put their money where their mouths are. 

There has been some speculation about whether, in view of re- 
cent events, China might receive less under IDA IX than might other- 
wise have been the case. New World Bank loans to China are sus- 
pended and a bill before the US Congress seeks to link payment of 


© US contributions to IDA to a continuing agreement among all World 





Bank members to maintain the freeze against China for as long as the 
US wishes. 

However, IDA sources suggested to the REVIEW that with 
the situation in China stabilising now, it will be difficult to argue 


that projects in areas such as education and agriculture should 






` years. This means commitments were schedul X 
billion by fiscal 1994, compared with US$16.3 bil 
(This applies to the World Bank proper and 1 
arm, IDA, which committed US$4.9 billion in new loar 





The Brady plan could add something like US$1 bina; a year oM 


to the new commitments which need to be mad 
_ according to Roth, “any increase above the pla 


: taken very: muchi in our ir stride without any strain on ош fi 1 mang t 


< "There: are two: reasons why! the World: ank iss 
n this: score: the boost given to its resources by а! 





` crease (GCI) e last year and the healthy s state th bon nk a С furthe 


! = : profit: and loss a account. . Under the са, the bank 





not start moving ahead again by around the end of this year. 

One question which is exercising the World Bank is the relative 
role of Japan in IDA. When IDA VIII was negotiated several years ago, 
it was planned that the US should contribute 25% of the replenish- 
ment and Japan 18.7%. Owing to exchange-rate shifts and to volun- 
tary contributions Japan has made, Tokyo's share of IDA VIII looks 
like being near 24% and the US share 22.5%. 

This is a source of considerable embarrassment for Japan. To 
begin with, political sentiment at home is against Japan being a big- 
ger contributor to IDA, given that the US economy is still so much 
larger than Japan's. Tokyo is also concerned about the political reac- 
tion in Washington to Japan becoming No. 1 in IDA. 

This means that the size of the US contribution is the ultimate fac- 
tor constraining. the size of IDA. Other countries, such as Japan, are 
willing to contribute to an expansion of IDA but they do not wish to 
push themselves ahead of the US. The US meanwhile argues that its 
domestic budgetary constraints prevent it donating more to IDA. 
(mA's funds are all donated, not partly borrowed as are the World 
Bank's.) 

Fortunately, the shares of the US and Japan in the World Bank 
proper are not (yet) a bone of contention. Although the US share of 
IBRD's capital and voting rights has fallen below 20% (to 18.570), this 
is still far ahead of Japan's 6.776 and the US, with this margin, has 
managed to get the ratio at which it can exercise a veto over IBRD 
loans reduced to 1576. 

Another squabble is looming in the World Bank, however, over 
France's claim that it should move ahead of Britain in terms of influ- 
ence, given its bigger economy and aid levels. A committee of the 
bank's board has been set up (under the Japanese executive director) 
to try to resolve such issues. 

Meanwhile, the World Bank is confident that its resources — 
greatly expanded by a major General Capital Increase last year — are 
adequate to cope with any extra demands which the plan of US 
Treasury Secretary Nicholas Brady for debt relief may impose upon 
it. It is more worried about the ability of IBRD borrowers to cope with 
the strains of shifting exchange rates. 

The World Bank borrows in a multitude of different currencies 
and lends in a corresponding basket of countries. The trouble is that 
the composition of this basket shifts in line with changes in the 
bank's borrowing profile, and as a result borrowers are unable to 
hedge satisfactorily against their currency exposure. The bank is 
working out a new lending formula to alleviate such problems. ш 
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“sub: е under the GCI had the effect of 

to 62% compared with 81% at the end of 
nfortable “headroom: 

le, tt Bank's net income for 1989 amounted 

ss "4 | $1. 1 billion - — -a ae increase over the previous 


















! inis) à amounted to ©5511. 3 billion - —a slight cial 
year's figure of US$11.6 billion. - 

into account repayments of principal of US$6.7 
| xe соли of USS$13. 4billion on Lexisting World 


t disbursec 1 last year. The net transfer of resources 
үт 8 “8 bilion. C NES 
Е repaid lo ios EREN South h Korea, Thal land and . 





BANGKOK BANK. 


YOUR MOST VALUABLE BUSINESS CONNECTION. 








n building these vital 
кй C E eni 


N 342 branches in the kingdom, o 
15 overseas and correspondent 
оте with Micro Gan о banks 


SA cb 





Bangkok Bank Limited 


Thailand's Largest Bank 


HEAD OFFICE: 333 SILOM RD., Р.О ВОХ 95 ВМС BANGKOK 10000, THAILAND. TEL: 234-3333 TELEX: 82638, 82906, 72011 BK BANK TH 
BRANCHES: HONG KONG, JAKARTA, KUALA LUMPUR, SINGAPORE, TAIPEI, TOKYO, OSAKA, HAMBURG, LONDON, LOS ANGELES, NEW YORK 
REPRESENTATIVE OFFICE: BEIJING 





МЭ Ө 32 oa DE S 


Se — س ع‎ oM o 5 o" 


DNVNHNIOTN & 





If you're looking 
for the first French 


securities dealer, 
look no further. 





If you are keen to profit from the best buyer and E 
prices on the major French securities markets, the odds are 
that you will find your way to the Tour Montparnasse. 


This is where Crédit Agricole keeps its Head Office. 


The largest dealer in French securities, with a portfolio of 
more than FF 270 billion, Crédit Agricole is the largest bond 
issue manager. Providing all economic sectors with finance, 
Crédit Agricole is well placed to act as an analyst and as a 
trader. 


Its mutual funds, SICAV and FCP alike, are often highly 
ranked and have a solid reputation for regularity of good 
performance. 


At Segespar- Titres, Crédit Agricole’s management subsi- 
diary, you will find the internationally trained consultants, 
investment managers, traders and back office teams who are 
the driving force behind our success. 


Starting from such a prominent position, Crédit Agricole 
has forged links with top-level partners in Europe and the 
rest of the world which already enable it to offer off-shore 
mutual funds and, through a joint venture in Hong Kong, to 
manage private funds in Asia on an equal footing with local 
financiers. 


Hire us and profit from the top results of our manage- 
ment, our expertise, the wealth of opportunities we have to 
offer and our bargaining muscle, both in France and in other 
countries. 
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Credit Agricole - CNCA - Condor House - 

14, St Paul's Churchyard - LONDON EC 4 M 8 BD (G.B.) 

Crédit Agricole - Ando Fuquyoshi - Building 10th floor - 1.11.28 AKASAKA 
ALAMENTO QU. - TOKYO (JAPAN) 

Crédit Agricole - 520 Madison Avenue - 122 NEW-YORK (US.A_) 
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The first steps you should take to start doing 
business in Australia. 


If you'rethinkingof doing business covers the whole of Australia and key youstep into the Australian market, step 
in Australia, the Commonwealth Bank financial centres of the world. into the Commonwealth Bank. 


will be able to give vou a knowledgeable Putting us in the best position to 
introduction to Australia’s complex provide expert advice on investments, COMMONWEALTH BANK 
marketplace. markets and opportunities. OF AUSTRALIA. 


Our network of over 1250 branches All of which suggests that before Australia's leading bank. 


Sydney (Head Office), Tel 61(2)227 711. London, Tel 44(1)6000822. Frankfurt, Tel 49(69) 290166. New York, Tel 1(212) 8489200. Chlcago, 
Tel 1(312) 876 1200. Los Angeles, Tel 1(213)689 4702. Tokyo, Tel 81(3)213 7311. Singapore, Tel 65 (224) 3877. Hong Kong, Tel 852 5-221093. 





E the end of 1989 can be met. 


. reason, is against any char 











By Anthony Rowley in Washington 


: hile IMF managing director Michel Camdessus continues 
| W to exhort commercial banks in public to provide new 


money to heavily indebted countries, some of his officials 


acknowledge in private that banks are more likely to continue pull- 


ing back from Third World exposure. 

The implications if they do are that the IMF will need to play a big- 
ger role in making good the consequent funding shortfall, especially 
. if debtor countries are to be able to afford to resume economic 
- growth as well as to service their debts. 

_ . Without an increase in its “quotas” (subscriptions from member 
` governments), however, the IMF could become increasingly mar- 
.. ginalised in relation to the scale of financing likely t tobe needed. And 
. it now looks extremely und that a i guala t increase will be ap- 





Й proved until into the 19905. a di 
` Whether an increase wil ‘be fort coming wil ‘Become apparent 
after the IMF's Interim Committee meets before the annual meetings 





. ofthe IMF and the World Bank in Washington on 26-28 September. 
_ The committee will produce guidelines for a quota increase but it is 
"whether the original deadline for granting: an increase by 





The IMF would like a 50% i increase in its current quota base of SDR 
- S90billion (US$112.5 billion). West Germany feels that an increase of 
. 30-9096 would be more appropriate, while Britain, for a particular 
e in quotas. 

Britain now has the second-biggest position in the IMF after the 
US, in terms both of its quota and its share of the votes — 6.8% and 
6.63% respectively. Although this is way behind the figures of 
19.91% and 19.14% for the US (the IMF's most important member), it 
is comfortably ahead of Japan's position. Japan has a 4.69% quota 
position and a 4.5376 share in voting rights. 

Japan, however, has been a considerably bigger contributor for 
some time to the IMF than has Britain. Its reserve position (which re- 
flects among other things the use made of its currency by the IMF) 
currently stands at SDR 2.5 billion against 1.27 billion for Britain. 
And this does not take into account so-called parallel financing 
which Japan has made available to the IMF. 

On this basis, and based on the size of its economy relative to that 
of Britain, Japan ought logically to have second. position in the IMF 
behind the US. Tokyo certainly would like it that way. Britain is op- 
posed, however, and hence its opposition to a quota increase. A nor- 
mal quota increase would not automatically change the status and 
voting position of members, but it would probably be accompanied 
by a "selective" increase in quotas which would alter the ratios. 

The IMF has no immediate need for an increase in quotas in order 
to meet current obligations. Its liquidity position is comfortable and 
though it does not have access to market borrowing in the way that 
the World Bank does, it can and does borrow from individual gov- 
ernments to supplement its quota finance. Surplus countries such as 
Saudi Arabia and more recently Japan have been among such pro- 
viders. 

However, apart from wanting to reduce its reliance on borrow- 
ing, the IMF is anxious to maintain its status vis-à-vis the World Bank 
which was last year granted a major General Capital Increase by its 
membérs. The IMF is afraid that it will increasingly have to play sec- 
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ond fiddle tothe World à | : | 
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cin terms of it its. role i in TT h savil 
debted countries unless it gets a parallel quota increase. | 
The trouble is that the World Bank has long been associated 
developing countries — which is where the greatest need for 
ing is nowadays — whereas the IMF was born of the idea that 
trial nations would need helpi in shoring: up their exchange rat 
balance of payments in times of economic stress. The end of the _ 
fixed exchange rate system put paid to this raison d'être and the IMF _ 
has been seeking a compensating, role in developing countries ever | 
since. | 
Here again though, it finds itself treading increasingly on the toes _ 
of the World Bank as the bank moves more towards adjustment _ 
type lending and as the IMF moves from short-term balance-of-pay- 
ments financing to longer-term. adjustment lending itself. Before it 
can hope to get approval for a quota increase from its more influen- 
tial members, the IMF will have to prove that it has a continuing role _ 
in developing countries. so 
In this context, Camdessus padod the IMF's decision to ad D 
vance US$360 million to the Philippines earlier this year before сой 
mercial banks met in New York in August to approve a refinancing o 
and debt-reduction package for Manila. Mexico is another case in. _ 
point where the IMF has stepped in recently ahead of the commercial _ 
banks. Camdessus hopes that this new assertiveness will Wing P. 
opinion in favour of a quota increase. E. 
. The mF will definitely need a boost in its resources if, as some offi- D 
cials fear, commercial banks become even less active players in less- 
er-developed country. (LDC) financing than they are now. One offi 
cial noted to the REVIEW that banks were not active in LDC balance-o 
payments financing until they were forced to find new classes of bo 
rower to absorb the surpluses which oil exporters deposited with. 
them in the 1970s. | | 
Those surpluses have now largely disappeared and the banks. 
have had their fingers badly burned in Latin America and the Philip- 
pines, as well as in Eastern Europe. As they pull back further from. 
this type of LDC financing in future, so the need for official financing 
(from institutions such as the IMF and the World Bank) will become 
greater, say IMF sources. 
Another implication is that developing countries will have to. 
seek alternative ways of raising capital, such as through equity fund 
and through channels such as the international bond markets. T 
land's recent ground-breaking debut in the New York-based ; 
Yankee bond market with commercial bank J. P. Morgan is seen _ 
by the IMF as a significant portent. E 


M ==. opinion within the IMF on the plan proposed by 4 













































US Treasury Secretary Nicholas Brady for debt relief in the 
developing countries remains divided. Officials stress that 
though debt relief will be appropriate in certain countries, the “time: 
may not be ripe" in others. They question whether a country that- 
still has access to commercial bank borrowing should risk jeopardis- 
ing that access by accepting debt reduction. E 
. Such questions are being raised in private about the Philippines’ - 
current negotiations with commercial banks. The fear is that coun- 
tries such as the Philippines could suffer political pressure from the- 
US to accept a debt-relief package in order to give credence to the. — 
Brady Plan, thereby impeding its future access to commercial bank ~ 
funds. | 
Another fear voiced privately at the IMF is that certain heavily in- 
debted countries could behave in such a way (by ceasing interest 
payment for instance) that the secondary-market value of their debt 
is driven down. They then obtain official funds (from the IMF ог > 
World Bank) under the Brady Plan to enable them to buy back their 
own debt at a big discount. 2 
The LDCs would need to balance this option with the possibility of 
responsible behaviour which would push up the secondary-market - 
value of their debt, so that their creditworthiness is restored, Brady's ` 
emphasis upon officially financed debt reduction could, however, 
create a “moral hazard” situation which militates against striving for. 
restored market access. а 
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ARE AN INTERN 
WE ARE LOCA 


Any bank with a foreign network can call itself only then is the bank able to offer surprising fin: 





international. But as far as the ABN is concerned, a lutions to its clients, in any part of the world. 
bank only really deserves this title if it also has the neces- This means that the bank aims for an inte 
sary local knowledge in all the countries in which it network whichis effective not only in the short terr 
does business. ticularly also in the long term. 

This includes knowledge of local business practices Over the years the ABN network has є 


as well as financial know-how. And, of course, knowledge of to almost 1,000 offices spread over 44 countrie 
the markets in which the bank's clients operate. Because operations are as local as our Head Office in Am 
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THAILAND 


is sets , profits 
clouds gather 


By Paul Handley in Bangkok 


ven with the rapid deepening and widening of the Thai econ- 
omy, all is not sweet for the country's 15 commercial banks. It 
is not difficult for banks to continue booking assets at the 
_ same high rate as last year, without lowering their standards too 
_ much. At mid-year, assets were up roughly 20% from a year earlier, 
сапа profits up 30%, but the second year of double-digit economic 
| growth in a row is also bringing higher costs. 
_ Banks anticipated a rough year, trying to serve the demands of 
economic expansion and ride an expected tightening of liquidity. 
. The tightening has not materialised, despite loan growth of 28% 
against 22% deposits growth: an unexpected wave of foreign direct 
and indirect investment, coupled with buoyant government re- 
. ceipts, meant that interest rates have risen only slow 

. With the government being aware of the eventual problems oi ofa 
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- mew licences in Thailand should be congratulated. When Finance 
` Minister Pramual Sabhavasu announce: 































we wanted. о. the time the nine were chosen for final ston in Au- 


UN к vil 





D -dustry’s expansion, overcome the 1 
` shortfall, and deepen the thin capital market. Foreign bar 









-porting capital would help spread much of the ком ha bir : aise m 
< risks, rather than putting all on a Thai company. borrowing < the suc 
- offshore. Pramual also thought bit more competition from limit- 


ed-activity foreign banks would help push the local 
` into more modern and efficient ope ions 
. . Seven of those shortlisted — - Algemene B ank № 
-— Société Générale, Sumitomo Bank, Mitsubishi Bank 
Bank of Nova Scotia and Barclays Bank — are being offered 








something akin to wholesale banking licences. They will be able т e 


to open one office in Bangkok, take baht and foreign exchange 
deposits from corporate customers, borrow interbank locally, 
and do corporate lending and retail mortgage lending. 





р. . 
Two others — the Long Term Credit Bank ofJapan. and Indus- ministry 
trial Bank of Japan — are in discussions for ME DE interpr 


credit banking licences. — ze de 

| The nine were in late August give zc until 25 Sey TOTEM 
. vide three-year business aap заве леви | 
E would have to establish th hem: e elves 
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` His not dear yet whether the nine foreign banks shortlisted for 


ES iced last December that new — 
“licences were on offer, no details were available of what Thailand; 


: pend Tr and СЕ in line with Pramual original - Г of th eir r aggre 
1 idea: to get more long-term money into Thailand to finance і in- © tend to baht raise 


could mean айра, them t to issue ы. е 


, Westpac, ТВА 


| ; Steep savings/investment gap, Finance Minister Pramual Sabhavasu 


took action. The eventual floating of interest rates was preceded by 
raising the interest rate ceilings on deposits: savings have gone from 
5.5% in August 1988 to 7.25%, while term deposits can get as much 
as 11% for over 12 months, against 7.25% in August 1988. 

The banks grumbled, but realistically. Chulakorn Singhakowin 
of the Bank of Asia said in a paper on banking efficiency: "Interest 
rate controls seriously interfere with the efficient allocation of finan- 
cial resources through the market mechanism." 

Pramual's move did give a boost to savings. Previously, banks 
found it hard to get longer than 12-month deposits, whereas now 
money is moving into 24-month deposits. But Pramual also took a 
broad swipe at the banks. He refused to lift the 15% lending rate ceil- 
ing, asserting that Thai banks were too fat and loose with their own 
operations. This raised stronger protests, but again bankers pri- 
vately agreed that maybe they did need to improve their operations 
and work more responsibly. In the meantime, though, the trimming 
of the savings-lending ceiling margin has meant a cut in real margins 
estimated by one banker at less than one percentage point. 

That said, due to higher inflation and the worrying prospect of 
overheating, consideration was being given in September to raising 
the lending ceiling as well. 

Pramual also went ahead with negotiations to give another nine 
foreign banks local licences, though limited to mostly wholesale 
banking. But he gave a few titbits to local banks: he eliminated the 
withholding tax on long-term offshore loans, and is pushing a tax 
elimination on small term deposits, to encourage more savings from 
middle and lower classes. 

The Bank of Thailand — the central bank) was miffed at 





à _ 055300 million. The fending targets for the long-term а cred dit 
` banks could be less, though according to a finance m 9 
аа they: willi in the long run basically be treated the same as the 2 


Initial lears were that the US$50 million capital base would all | : | 


bae, to be deposited with the central bank, generally a money- $ : 
Dus proposition Тһе: amount is Steep - — none of the existi stin E B 


slar arge a capital base 
ning, it can be i any Gen xyi in commercial yanks. 
: For all of this, the banks can lend to corporate customers and 





.  toindividuals only for mortage financing. They can take baht de- 









) porate customers, but only to a maximum of 50% > 
aggregate baht loans. Apparently this limit does notex- - 
aised on the local capital market. — | 

tly the long-term banks will have. greater restrictions 
baht funds; the finance ministry wants them to 

inds offshore. But the ministry does want to emulate 

s of the South Korean Long Term Credit Bank, w 



















| a cale cu ulating that itis more ofa 

ai step by Pran ual to impress his cabinet peers that he will 
ing US$ 7 billion into the country at no risk to the govern- 
ual has come under some fire for his unilateral ini- 
taken without informing central bankers normally 





Ё involved i in underak licensing. 






Agreeing with the more optimistic of the foreign bankers, a 
istry offi | said that, while vague, the rules are intended for 
nterpretation in a way sympathetic to the needs of the new 
banks. "Th at is the Thai way,” the official said. If the applicants 
1 accept that, the new licences could be awarded by: the end of 








A tions andas assurances, he process scould goo on Д | 
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German Bond Market Review 





Bank Bonds Bounce Back 


While the Bundesbank's tighter monetary pol- 
icy gave a decided upward push to short-term 
rates, causing the yield curve to flatten, the 
ten-year yield has kept more or less stable. 


Bond yields in West Germany, as measured by the coupon rates 
for federal bonds, are practically identical with those a year ago. 
This surprising stability shows 
that the ten-year yield has been 
little affected by the Bundes- 
bank's monetary tightening, 
although the environment has 
deteriorated noticeably. The dis- 
count rate has doubled since 
last year, reaching 5%. The 
Lombard rate has been raised 
to 7%, The Bundesbank has 
pushed up money rates by lifting 
the repo rate from 3.25% to 
6.90%. And inflation is now 
back in the 3% range. 


Disappointed expectations 


bod 25 WW | 
Against this background, it is OM 1986 1987 


quite surprising that investors' "T 


expectations have been disap- 


Foreigners Turn Buyers Again 


Net purchases by 
foreign investors 


EB Average bond yield (%) 


Starting in mid-1987, flagging foreign interest caused the average yield on German 
bonds to rise. It was not so much the ten-year bonds but the medium-term securities 





of domestic issuers dropped by some 15%, and the volume of 
bank bonds outstanding fell below the previous year's level for the 
first time. Public bonds fared better. 


Public bonds lose ground 


After the disappointing performance of bonds (mainly bank 
bonds) in 1988, the first six months of 1989 presented a more 
cheerful picture. Helped by the 
abolition of the withholding tax, 
both gross and net sales posted 
an increase. Gross sales were 
slightly higher, which was ex- 
clusively due to the brisk de- 
mand for bank bonds. Public 
bonds, by contrast, lost ground, 
Their gross sales were 25% 
lower than in the previous 
year, while bank bonds gained 
19.8%. 


These figures point to a change 
in the investor pattern. While 
large sales of public bonds 
invariably pointed to foreign 
buying activity, the above- 
average increase in gross sales 
of bank bonds indicates that 


pointed. At the beginning of the which, due to the tightening by the Bundesbank, raised the average bond yield from private investors have returned 
i UR y . 5 ,%, the lowest point in the current decade, to some 7%. There was a turnaround : А ila ee 
year, Investors had continued to in foreign investment behavior in the first six months of the year. While foreigners had to the bond market. While the 
park their surplus funds in time been net sellers of German bonds to the tune of DM 7.5 billion in the first quarter, they increase in sales of bank bonds 
deposits. In hindsight, it did not turned buyers again in the second quarter, with a net take-up of DM 8.3 billion. Sus- is to some extent due to the 


lained foreign interest would have a positive effect on the bond market climate 


pay in the first half of the year to 
shun the bond market and to 
park the funds instead. The ten-year yield remained stable; it 
exceeds the return on three-month and six-month time deposits 
by some 2%, 


But the market also failed to fulfil the optimists’ expectations. 
Despite the decline in U.S. rates, the slowdown in inflation, and 
the further progress made in the consolidation of the federal 
budget, there was no perceptible easing of interest rates in Ger- 
many. The practically unchanged government bond vields can 
therefore be attributed to the fact that the negative factors have 
been offset by positive ones. 


The unusually stable interest-rate pattern is also reflected in the 
figures on bond sales. Investor interest in bonds cooled in 1988, a 
cooling aggravated by capital outflows before the introduction of 
the withholding tax on interest income. Gross sales of DM bonds 





*scrapping of the withholding 

tax, it also shows that domestic 
investors have started to give up their wait-and-see attitude. This, 
in turn, gives rise to the expectation that the environment for 
interest rates is unlikely to deteriorate significantly until the end 
of the year. As far as the terms for public bonds are concerned, 
this means that the yield on ten-vear issues will remain stable 
for the time being, provided, of course, there is no unexpected 
transatlantic turbulence. 
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**Our financial 
position is strong and 
IFC is continuing to 
expand rapidly. Join 
us in making profit- 
able investments in 
the developing world." ' 


M 
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IFC Executive Vice President Sir William Ryrie 


ANOTHER RECORD 





YEAR FOR IFC 





Financial Highlights 1989 1988 Key Achievements In Fiscal 1989 
Total investments (gross) $1.7 billion $1.3 billion • The first public issue of IFC's debt securities received triple-A 
ratings. 
Net investment for IFC’s account $1.3 billion $1.0 billion 
* Netincome doubled for the third successive year. 
Total project costs $9.7 billion $5.0 billion 
Net income $196.5 million $100.6 million * The volume of net investment approvals and the disbursed 
portfolio rose to record levels. 
Net worth $1.6 billion $1.3 billion 
° The new Corporate Finance Services group will allow IFC to 
Borrowings for the year $845.0 million $747 0 million expand its activities in corporate restructurings and privatizations. 
Disbursed loan and equity portfolio $2.5 billion $2.1 billion * The Africa Enterprise Fund, which will finance small and 


(Net of Reserves) 


medium-size projects in Africa, began operations in March 1989. 


For more information about IFC and for a copy of our 
1989 Annual Report, write to: 


Mr. Irving Kuczynski 
Director, Business Development 
International Finance Corporation 
1818 H Street, N.W. 
Washington, D.C. 20433 


IFC 


Investing In Development 


International 
Finance 


Corporation 





Phone:(202)473-0748 Fax:(202)334-8713 Telex: RCA 248423 





Prarhuat s анага в moves in em it considers its territory. 
Pramual argued that they needed a kick in the behind, which may 
have been true. Bor took up the gauntlet by setting tight restrictions 
and a monthly reporting regime for lending to the overheated prop- 
erty sector. There was also consideration of restrictions on the tradi- 
tional loan instrument of the banks, the overdraft account, consi- 
dered both a risky and inefficient method of providing capital for de- 
velopment. 

Giving ground on the other hand, BoT allowed banks more flexi- 
bility in the 16%-of-capital government bond reserve holding re- 
quirement. Banks are also now allowed earlier writeoffs of bad loans 
than previously, when a company had to be declared fully bankrupt 
before banks could move the loans off their books. 

BoT also loosened its branch expansion requirements so that 
banks could open mini-branches in unserviced rural areas. Bankers 
were surprised that, instead of getting 30-50% of their new branch 
applications approved, under the new system, they were getting 
75% approved. Approvals this year have been for 264 new branches, 
up from 83 last year. 


taffing is emerging as one of the biggest problems for banks. 

All financial institutions are being raided for their workers — 

turnover is soaring, driven by the rapid rise in both manufac- 
hiring and service industries for anyone who can run a calculator. 
An example is Siam Commercial Bank's loss in the first half of about 
400 people from a total staff of 7,000 — considered average turnover 
for the period among the big banks. Not only do banks face rising 
costs to keep people on, they also find it difficult to find anyone at all 
to replace departees. 

Although some banks, like Bangkok Bank, are still writing down 
substantial bad loans, most are now carrying fairly healthy loan 
books. After a brief scare over lending to residential condominiums, 
BoT chief bank examiner Chaiyawat Wibulswasdi said in late August 
there was no problem. Investment in 163 significant projects, mostly 
in Bangkok, represented Baht 40 billion (US$1.54 billion), only 4% of 
all aggregate credits. Under ВОТ strictures, most of the projects were 
50% self-financed. 

Competition for business has pushed banks into searching out 
new market niches, and this has brought the Thai banks into com- 
petition with their 14 single-branch foreign counterparts, as well as 
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By Nick Seaward in Kuala Lumpur 


Ithough profitability has returned to the Malaysian financial 

sector, the failures in 1989 of one bank, one finance company, 

one deposit-taking cooperative and one insurance company 
have served to underline the extent to which slipshod management 
and bad loans stemming from the recession of 1985-87 are still affect- 
ing balance-sheets. A concerted attempt to clean up the financial sys- 
tem is now under way, however, with the passing of the new om- 
nibus Banking and Financial Institutions 1989, in June. 

For the government agency charged with administering the new 
act — Malaysia's central bank, Bank Negara (BN) — 1989 has not 
been the happiest of years either, despite the celebration of its 30th 
annivefsary. January saw the unprecedented admission by BN that a 
" member of its staff had bui dd embezzled money entrusted to it 
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numerous foreign bank representative offices. Citibank has made 
big splash in retail business, especially home finance. and c CI 
cards. Most of the other foreign banks have eschewed retail op 
tions for corporate and foreign exchange business, both of м 
have been targeted by the technically less-agile big Thai bank - 
A prime focus is trade financing, as ВОТ loosens its controls o on ifor 2 
eign exchange accounts for major corporate customers. This hasal- - 
ways been a major area of competition, but with a greater demand 
for foreign exchange risk management, new instruments are slowly _ 
being introduced. n 
But the big battlefield is merchant banking for industrial and in- _ 
frastructure projects, where several billion US dollars is required 
over the next few years. Chase Manhattan Bank, Citibank, Morgan 
Grenfell and Hongkong Bank's Wardley are all strong in these areas. _ 
“The payoff is good for infrastructure projects,” says Chase's | 
Chulatip Nitibhon. | p 
Wardley and Morgan Grenfell have taken leads in infrastru 
projects, while Chase and Citibank have focused more on industry! _ 
Chase recently handled Thai aquaculture conglomerate Unicord's о 
05269 million purchase of US tuna canner Bumble Bee, and says . 
several other major buyouts are in progress. Chase's handling of _ 
Thai Oil's big offshore borrowings, and the issue of convertible de- 
bentures for the Industrial Finance Corp. of Thailand have also . 
made big public splashes. P 
The foreign banks are mostly arranging and then selling off the E 
debt to other institutions offshore. The big Thai banks, Bangkok 
Bank, Thai Farmers, Siam Commercial and others, are taking a mo 
involved role, equity-wise. Bangkok Bank has targeted the pe 
rochemicals sector, where some Baht 50 billion is being invested, as E 
its niche. "d 
The longer-term challenge for banks is substantial. BoT limits s 
exposure through a 12.5:1 loan to equity ratio, meaning that the — 
banks will continually have to boost capital to expand. So far 
the experience of the large banks is that this will be extremely dif- 
ficult, and options other than calling on existing shareholders are- 
being sought. Banks have suggested issuing non-voting rights 
shares to foreigners, to surmount the 25% limit on foreign. 
shareholdings in local banks, but most foreigners are not excited 
about the proposition. Other instruments, such as convertible bonds _ 
and warrants, are also likely answers. н 



























by a bank under its supervision. The clerk and a lawyer accomplice — 
are currently on trial, charged with having siphoned off M$22.2 mil 
lion (US$8.3 million) belonging to the national savings bank for their E 
own use. 3 
For the 16 foreign banks operating in Malaysia, the passing of the | 
new act marks the beginning of a tough new era. The banks will be - 
forced to incorporate locally within five years, for the first time fixing 
their working capital within Malaysia. And though the act will not 
force them to restructure their share capital in line with the New Eco- ` 
nomic Policy (NEP), BN governor Tan Sri Jaffar Hussein has said that 
only those foreign banks which have complied with the NEP will be . 
allowed to expand their branch networks. | 
Reaction by the foreign banks has been muted, but some banking. 
sector analysts believe that some of the small, one-branch operations : 
will be forced out of Malaysia by the ruling. At the moment, many of 
these branches are subsidised by their head offices and have the - 
backing of their parents’ huge capital bases. If the parents are now 
forced to allocate a large chunk of capital permanently in Malaysia to- 
support a small, marginly profitable operation, some may decide to 
pull out entirely. — E 
The decision of the head offices may be influenced by the fact i 
that BN restricts the amount of business that foreign-owned x 
companies operating in Malaysia can give to foreign-owned - 
banks. Formerly, this provided a large proportion of their income. .- 
In addition, new B ossis on risk-weighted capital-adequacy : s 
ratios introduced on 1 September discriminate against foreign - 
banks with a requirement of 10% af е сотрагеа with a 








8% for their locally incorporated competitors. 

5. tis still undecided whether these restrictions are directly ham- 
` pering the foreign banks or whether their market share is shrinking 
. “due to the greater efficiency of the local banks. However, no one dis- 
-putes that their presence is slowly declining. As of end-1988, the for- 
-eign banks accounted for 28.2% of the total loans outstanding from 
the commercial banking sector in Malaysia, compared with 30.4% in 
..1986. 

One organisation that reportedly has made up its mind already is 
the Brussels-based EC Banking Federation. BN has reacted angrily to 
Лоса! press reports that the federation has blacklisted Malaysia for 
‘discriminating against foreign banks. However, threats of retaliation 
сап post-1992 Europe are largely symbolic, as there are only two 

Malaysian bank branches in the whole of the EC. 


he new capital adequacy ratio is less fierce than it first seems. 
While the 8% requirement for local banks is very stiff, com- 
2 pared with the previous 4%, it will be implemented in stages 
гир to 1992, the recommended target date set by the Basle Commit- 
хее. Furthermore, the Malaysian banking system as a whole com- 
„рез with the new Basle ratios already, with an average ratio of 
10.8% at end-June 1988. 

. However, there аге a few banks and finance companies which 
. have a risk-weight capital ratio well below the new minimum and 
“these will face considerable difficulty in meeting the 1992 deadline. 
. BN is expected to use this as a lever to achieve its oft-stated aim of 
‚ forcing smaller financial institutions to merge with their larger com- 
: petitors. At the moment, the M$92.4 billion in loans and advances of 
- the financial system are shared by 98 commercial banks, merchant 
| banks and finance companies. 

.  Ifthenew capital adequacy ratios do not force the smaller institu- 
. tions to amalgamate, the new Financial Institutions Act probably 
~ will. It requires all banks to apply for a new licence within six months 
` of its coming into force. BN is given far-reaching powers to refuse a li- 
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` The Malaysian insurance inda has been iine out of itscom- 
. placency following the appointment of central bank. governor, under o the 
neral of insurance in May Ње result of the t 
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cence and to exclude would-be directors, executives and managers if 
it is satisfied that they have engaged in any improper business prac- 
tices. 

In view of the Malaysian financial system's buccaneering past, it 
would seem highly probable that quite a few people will fall into that 
category. By the end of last year, three commercial banks had been 
rescued from certain failure, together with three finance companies. 
An additional four finance companies were under the direct supervi- 
sion of BN. Criminal prosecutions related to enormous losses suf- 
fered by some of these institutions have been a feature of the past 
three years. 

Since the beginning of the year, BN has announced the assump- 
tion of control of another commercial bank — The Oriental Bank — 
and has petitioned the High Court for a receivership order against 
the Cooperative Central Bank, and a winding-up order against SEG ` 
Insurance. 

Drastic measures have been taken to prevent similar failures from 
happening again. The new act provides for a fine of up to M$10 mil- 
lion for any bank director found guilty of contravening regulations. 
In addition, the director is liable to indemnify any commercial bank 
that has lost money as a result of such a contravention. BN has also is- 
sued a code of ethics as a guideline to suitable conduct by bank direc- 
tors and staff and taken the somewhat risky step (in the Malaysian 
context) of prohibiting politically active persons holding director- 
ships in financial institutions. 

To balance the scale, BN has eased the rules regarding invest- 
ments by banks. Banks are now permitted to buy shares in Malaysia 
Airlines and Malaysian International Shipping Corp. — both of 
which have BN as a substantial shareholder — and in units of the 
new property trusts. 

Perhaps the biggest relaxation, however, is that the banks are 
now permitted to invest directly in manufacturing companies, 
whether listed or not. This could see the banks themselves becom- 
ing the biggest source of venture capital. E 










companies writing both life and general business), AS is been. 
made clear that бет new v Act will tig ig! aid еи require- . 


.. last year. Jaffar's huge E of highly: trained and motivated cen- / it | 1 | ai 
tral bankers has turned its attention to the insurance p in -pa nies T 





id microscopic detail. Jaffar is not happy with what has been dis 
<o vered and a new Insurance Act is expec 
-.- ment before the end of the year. 
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In his first report as director-general, Jaffar revealed that nine — Th 






















of the 60 registered insurance companies had. failed к Aes heir | 





solvency requirements. One was forcibly de-registered, 





creased their paid-up capital to bi bring ets 
line and five were still i in breach of the regulations, asi F last P 
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preme-QBE), had. outstanding financial guarantee li 1 at abi | 
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ers still operating in Mak laysia | that are  whelly own 
.-: companies. It has been repo: ill 

г porate their Malaysian operations locally. and div 
: equity to indigenous, mainly Malay, Bumiputra Malays 
+. required by the New Economic Policy. Two of these, Ате 1 
International Assurance and Great Eastern Life, account fo 
E majority of all life insurance written in Malaysia. 

v The director-general's. report has revealed that as of. 
52 29 brad were: only det. oe. their solv 
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California-based manufacturer of ^gateway" computer 

devices, had no doubts when they recently moved 
their Asia/Pacific regional headquarters to Honolulu. "We 
are very excited about serving our Asia/Pacific distributors 
and customers from the convenience of Hawaii," says 
Patrick McGranahan, head of the new regional head- 
quarters. 

Hawaii's future as a regional centre attracted the giant US 
telecommunications company AT&T a few years ago when 
it decided to make Honolulu the hub of its Pacific opera- 
tions. Earlier this year the company completed a US$620 
million fibre-optic telephone cable network linking North 
America and East Asia, by way of Hawaii. "This makes 
Hawaii the technological equal of anywhere else on earth 
when it comes to telecommunications,” says Richard 
Moody, former regional manager of US Sprint, a major long- 
distance telephone company. 

Five years ago, George Lockwood, a pioneer in the US 
aquaculture industry, moved his company from California to 
Kona, on the "Big Island" of Hawaii. He wanted to grow 


Ес of Interlink Computer Sciences, Іпс., a 
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abalone, a shellfish delicacy, for Japan and other major fish- 
consuming markets. Cool, bacteriologically pure seawater 
and Kona’s year-round sunshine provide ideal growing con- 
ditions, and Lockwood's company, Ocean Farms of Hawaii, 
now produces salmon and other seafood as well. The com- 
pany’s success has attracted a large infusion of capital from 
US and Japanese investors, and Ocean Farms is set to more 
than double in size. 

Lockwood thinks his business is in an ideal location, but 
he cites the support given by state and local government as 
well as its physical advantages. To Hawaii’s governor John 
Waihee, Ocean Farms represents "the ideal partnership" be- 
tween Hawaiian and foreign investors as it benefits both the 
investors and the local economy. 

Scientists building the Keck Observatory came to Hawaii 
for other reasons. When completed in the 1990s, the Keck 
will be the largest astronomical observatory in the the world. 
The US$87 million observatory is located near the 4,500 m 
summit of Mauna Kea on the "Big Island," already the site of 
one of the world's foremost astronomical research com- 
munities. 
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For Telecommunications, Light 
Industrial, Retail, Office and 
Commercial Locations. 


Call or write for information 
Kapolei Properties Division 
828 Fort St. Mall, Suite 500 
Honolulu, Hawaii 96813 
808*544*3142 
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The “other” Hawaii 


These diverse activities, all recent 
arrivals to Hawaii, represent another 
ide to the average overseas execu- 
Ve. impression of the Islands as a 
"vacationer's paradise" of sparkling 
beaches, balmy breezes and fabulous 
resorts. While tourism remains 
Hawaii's largest industry, accounting 
for about one-third of the rapidly rising 
gross state product (GSP) and earning 
US$21.3 billion in current dollars dur- 
ing 1988, Hawaiis economy com- 
prises much more — as the 
variety of new businesses 
mentioned indicates. 

The principal goal of 
Gov. Waihee’s administra- 
tion is to expand and diver- 
sify the state’s industrial 
base. Much progress has 
been made and more con- 
tinues to take shape. This 
promising and diverse busi- 
ness environment, created 
alongside the established 
tourist sector, is set to put 
Hawaii in the forefront of 
the fast-emerging “Pacific 
Era” in world trade. This is 
the "other Hawaii the 
Pacific business community 
is starting to know and re- 
spect. 

Because they live on is- 
lands, where the availability 
of land and other resources 
is limited, the peoples of 
Hawaii treasure their envi- 
ronment and the quality of 
their lives as few others do. 
Change is considered care- 
fully. In December 1988, 
Gov. Waihee hosted a con- 
ference of the state's lead- 
ing citizens to consider what 
role Hawaii should attempt 
to play in the new era. 
Committees меге ap- 
pointed to study the ques- 
tion. 
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The delegates overwhelmingly en- 
dorsed the proposition that the state 
move quickly and effectively to estab- 
lish an active international role in rela- 
tion to all the nations of the Pacific 
Basin. Geography and the openness of 
its society have long made Hawaii a 
meeting-place of the Pacific peoples. 
Now it is proposed that Hawaii take 
that concept into the 21st century and 
firmly establish itself as the future cross- 
roads of the Pacific. 

One of the guest speakers at the De- 
cember conference was Julia Chang 
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The new trans-Pacific fibre optic cable will bring state-of-the art 
communications to Hawaii. 
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Bloch, a Shanghai-born US diplomat. 
Bloch called Hawaii "America's secret 
weapon” for the Pacific Century. 
"Hawaii is already on its way to becom- 
ing the intellectual capital of the Pacific 
for business, politics, research, educa- 
tion and training," she said. “Unfortu- 
nately, too few people know about it," 
she added, which is why she called it a 
"secret weapon” for the US. 

Bloch was referring to the research 
and educational role Hawaii has long 
played for the developing countries of 
the Pacific Basin. Many of these coun- 

tries political, business and 
2 scientific élite have been 
trained at the University of 
Hawaii and other state edu- 
cational facilities. 

The state now wants to 
capitalise on the reputation 
it has earned as the “intel- 
lectual capital of the Pacific” 
by creating new oppor- 
tunities іп international 
trade for its own people and 
those from elsewhere in the 
Pacific. 
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Hawaii's robust 
economy 


The state is in an excel- 
lent position to broaden 
its overseas links and its 
domestic economy. Its GSP 
has climbed steadily since 
1959, when Hawaii be- 
came the 50th US state, 
reflecting a robust and 
dynamic economy. Growth 
in the GSP exceeded 
growth in the US gross na- 
tional product in each of 
the four years ending in 
1988, and it is expected to 
do so again in 1989, This 
has ranked Hawaii sixth 
among all US states in GSP 
growth. 
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An invisible line has created an 
island within the island of Oahu. 
Mililani Technology Park—a unique 
facility specifically designed for 
high technology firms—has been 
designated a Foreign-Irade Zone by 
the United States Department of 
Commerce. MTP is the only high- 
tech facility in Hawaii that possesses 
this designation. 

This new status can mean 
significant savings and increased 
proce for companies at the Park who 

ave markets or suppliers overseas. 





Currencies from some of the 14 foreign 
countries where MTP companies and 
organizations presently do business. 


At their option, companies may 
activate the zone which is similar to 
a "free port" in a foreign country. 
U.S. Federal Customs laws imposing 


duties, taxes, bonds and certain other 
requirements are not applicable. Zone 
users pay duty only when their goods 
move from the Park into the U.S. 
There are numerous advantages in 
this for firms engaged in exporting, 
importing, or transshipping. 


SPECIFIC ADVANTAGES 

* Companies which activate the 
zone may land and store imports 
without Customs worries—no duty, 
no bond, pending final disposition. 

* Operating capital stays free. 
Zone users pay duties only when they 
sell their goods and the goods enter 
U.S. channels of commerce. 

e No time limit is established, so 
zone users may store goods duty-free 
indefinitely. 

* No import quotas are imposed. 

* Space may be used for manu- 
facturing. Machinery, equipment, 
labor and supplies may be moved 
into the Park. Domestic and foreign 
components may be combined in 
manufacturing. Zone users can 
process their goods in the Park 
to obtain lower duties or lower 
freight charges. 


THE BOTTOM LINE 

Even before the advent of Foreign- 
Trade Zone status, there were excellent 
reasons for a high-tech company to 
locate at MTP. For example, the Park 
provides the only commercial access 
to the University of Hawaii Token 
Ring Data Network that includes the 
U.S. Federal Internet, NSF Net, and 
connectivity to Japan, Europe, and 
the U.S. West Coast. 
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MTP is also conveniently located 
in respect to Oahu's four major 





The Park's new Leilehua Building. 


military installations (strong high- 
tech markets), the downtown 
business district, and Honolulu 
International Airport. 

And now, the "invisible line" 
created by Foreign-Irade Zone status 
makes a big difference to the bottom 
line for companies located at MTP. 
These companies already do business 
in 14 foreign countries, and the list is 
growing. For a high technology firm, 
there are millions of reasons (in Yen, 
Ringgits, Bot, Won, as well as in 
Dollars) to make the move to Mililani 
Technology Park. 


МППР 
Mililani Technology Park 


A development of Oceanic Properties, Inc 
650 Iwilei Road, Third Floor 
P.O. Box 2780 
Honolulu, Hawaii 96803 
Telephone: (808) 548-4885 
Facsimile: (808) 548-6690 
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The state also ranks second nation- 
ally in growth of total personal income 
among its more than 520,000-strong 
workforce. For many year, Hawaii’s 
workers have enjoyed one of the 
es unemployment rates in the 

S. 


Prosperity among its citizens has led 
to a prosperous state government. 
Hawaii registered a US$500 million 
budget surplus in 1989, the second 
highest among all the states. 

Another important economic indi- 
cator is the success of the state’s finan- 
cial institutions. Hawaii’s two largest 
banks, Bank of Hawaii and First 
Hawaiian Bank, have been recognised 
as the strongest in the US in their size 
category. The larger of these institu- 
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tions, Bank of Hawaii with over US$6 
billion in 1989 assets, has an extensive 
network of branches and offices 
throughout the Pacific. 

The bank's broad interests reflect in 
part the state's growing involvement 
with investors from these areas. Hawaii 
can, in fact, thank foreign investment 
— including money spent by more 
than 2 million foreign tourists — for 
sustaining much of its economic 
momentum in recent years. 


Foreign investment 


The Japanese have led the way in 
both the foreign investor and visitor 
categories since the devaluation of the 
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US dollar against the yen. Japanese 
visitors now account for over 20% of 
total visitors to Hawaii, but, because of 
their affluence, account for an esti- 
mated 40% of all tourist spending in 
the Islands. 

The flow of direct Japanese invest- 
ment, on the other hand, has slowed 
recently. Economists say this decline is 
largely because investors have bought 
most of the prime resort properties in 
the Islands — recent Japanese invest- 
ment in Hawaii's resort industry alone 
totalled nearly US$10 billion — and 
are now looking elsewhere. There has 
also been investment interest in other 
real estate — notably marginal or ag- 
ricultural land for golf courses. But this, 
too, has slowed because of the land 
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New opportunities unfold at Bank of Hawaii. 

We transform a broad cultural understanding into new trade 
and investment possibilities throughout the Pacific and the world. 
Central to the Pacific Basin—astride the world’s largest 

commercial channel —we are Hawaiis largest, strongest 
multilingual, multinational full-service bank. Our offices stretch 
from Asia to America: from Singapore, Hong Kong, Manila, 
Seoul and Tokyo to the Pacific Islands and Hawaii, and to 
New York and Nassau. 
Ask how to expedite your financial affairs in the Asia- 
Pacific region. Write International Banking Division, 
Bank of Hawaii, Р.О. Вох 2900, Honolulu, НІ 96846. n 
As your international ally, we can extend the 4 р 


scope of your financial success. 


Bank of Hawaii 
MEMBER FDIC THE BANK OF THE PACIFIC* 
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shortage and concern over excessive 
golf course development. 

Japanese and other foreign invest- 
ment in Hawaii will undoubtedly con- 
inue, observers say, but at a less hectic 
б than during the late 19805. 

uyers from Japan, as well as Hong- 
kong and other Southeast Asian coun- 
tries, have invested in Hawaii's residen- 
tial market. However, disregarding a 
brief splash made by a few Japanese 
buyers who paid record prices for some 
luxury properties, the purchases have 
not been significant. 

Foreign acquisition of commercial 
and industrial property has emerged as 
the long-term avenue of overseas in- 
vestment in the Islands. The largest 
purchase to date was the acquisition 
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several years ago of a majority interest 
in the Ala Moana Centre — the state's 
largest shopping complex — by Ja- 
pan's Dai'ei department store group. 

There have also been some busi- 
ness acquisitions, while the number of 
joint ventures and other buy-ins under 
which foreign investors share only a 
partial interest in a venture, are grow- 
ing. 

Because they retain some local 
ownership and management, Hawaii's 
political leaders say they would prefer 
this type of foreign investment in fu- 
ture. Hawaii has yet to experience any 
serious conflict between the aims or 
management styles of Hawaiian and 
foreign owners, but the state's leaders 
stress the need for business owners to 
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be sensitive to local tradition and cus- 
toms. It is a concern that applies to- 
wards all out-of-state owners, foreign 


or US. 


Foreign-owned business 


Hawaii is no stranger to foreign 
ownership of its businesses and real es- 
tate. For many years the state has been 
capital-short, relying heavily on exter- 
nal sources for the money to finance 
the growth it has experienced in the last 
quarter-century. In many instances, 
that capital infusion has also meant 
ownership. 

The state's original "Big Five" com- 
panies — the major sugar-growing cor- 


Arizona . 


Other | 


که < جک > --" 








With long distance service to over 200 countries 
worldwide, we have to be well-connected. 


At GTE Hawaiian Tel, we've been the service. But we also offer something no other 
Pacific Basin's well-known leader in quality, ^ international long distance service can: 


low-cost international long distance service An intimate knowledge of the 
since 1938. Pacific Basin. 
And today, we provide connections to So if you’re looking at international 
over 200 countries worldwide via fiber optic ^ long distance services, we've got a bit of 
cables and satellite systems. advice. 
Of course we offer competitive rates, Go with the company that knows the 
volume discounts, and 24-hour operator Pacific Basin best. 2 
Hawaiian Tel 37 
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LEO A. DALY: 
AVISION FOR 
THE PACIFIC 


International planners, architects, engineers and 
interior designers Leo A. Daly began 75 years 
ago in Omaha, Nebraska. Today the firm has 15 
offices employing over 700 professionals on 
o continents. Seven of the offices, Seattle, 








an Francisco, Los Angeles, Honolulu, Hong 

ng, Singapore and Tokyo, are located in the 
Pacific Basin—a reflection of Daly's strategy for 
the 19905. 

Daly's Pacific presence began in 1957 with 
establishment of a Seattle office to design U.S. 
Government facilities in the Pacific Ocean. The 
office has completed facilities as far away as 
Diego Garcia in the Indian Ocean. In 1959, Daly 
opened an office in another Pacific Basin city, San 
Francisco, to serve international clients such as 
Lockheed. 

Daly demonstrated its commitment to 
promotion of global design excellence with estab- 
lishment of its Hong Kong operations in 1967. 
Clients here include Union Oil Company, IBM/Asia 
Pacific, American Express and Motorola. Daly- 
Hong Kong was the Executive Architect for Citi- 
bank's Hong Kong landmark, Citicorp Centre, and 
the new Citicorp Building in Seoul, Korea. 

Daly's Pacific Basin growth continued in 
1969 with acquisition of a Los Angeles practice. 
Daly-Los Angeles is providing project manage- 
ment for the $400 million expansion of the Los 
Angeles Convention Center. 

Daly's Singapore office opened in 1980. 
This office serves such major banking clients as 
Citibank and Chase Manhattan. 

Leo A. Daly's Pacific Region headquarters 
is located in Honolulu using Hawaii's strategic lo- 
cation to expand business. Members of the 
master planning team for Ko Olina for 11 years, 
Daly-Honolulu designed the marina and swim- 
ming lagoons at this 640-acre planned Oahu 
resort community and is part of the design team 
for the first resort hotel. 

Daly's Pacific Region offices are also ex- 
pert in Airport Facilities Design. Daly has com- 
pleted projects valued at more than $282 Million 
in 56 worldwide locations. Daly has designed fa- 
cilities for such major Pacific Basin carriers as 
United Airlines, Pan American Airways, Continen- 
tal Airlines and Hawaiian Airlines. Daly-designed 
facilities include the new terminal at Pohnpei in 
the Federated States of Micronesia, and such ma- 
jor hubs as the new Terminals No. 2, 6, 7 and 8 at 
Los Angeles International and the North Terminal 
at San Francisco International Airport. Daly was 


recently selected by the State of Hawaii as Co- 
Architect for the design of Honolulu International 
Airport's new International Terminal Building. 

Under the leadership of Leo A. Daly, AIA, 
RIBA, RAIA, who was appointed president in 
1981, Daly demonstrates its continued dedication 
to the promotion of Pacific Basin design excel- 
lence through creation of international business 
associations. These include the formation, in 
1983, of an association with Tokyo-based Nihon 
Architects, Engineers & Consultants, Inc. to serve 
multi-national clients. In 1984, Daly also began 
associating with the China State Construction 
Engineering Corporation (CSCEC) for projects in 
the PRC. 

In July of 1989, Mr. Daly announced for- 
mulation of a new Tokyo-based joint-venture 
company, N-D Consultants, Inc. by Daly and 
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Nihon. It will engage in development of new 
projects in Japan by offering planning, archi- 
tecture, engineering, interior design, project 
management, and facilities management ser- 
vices. N-D Consultants, Inc. is Executive Archi- 
tect for a new $200-Million Tokyo office tower to 
house Citicorp's Regional Offices. Daly and Nihon 
are also jointly providing project management, 
design, and engineering services for the new 
$800-Million Honolulu Convention Center Com- 
plex in Honolulu. 

Through the establishment of internation- 
al business associations and working with firms 
whose goals respect Daly's long-standing de- 
mands for technical and design excellence, Leo 
A. Daly has been able to respond to the multi- 
national client needs throughout the Pacific 
Basin. 


Leo A. Daly 
President 


Citicorp 
Seoul Korea 





Honolulu 
Hong Kong 
Tokyo 
Singapore 
Los Angeles 
San Francisco 
Seattle 
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porations that for many years domi- 
nated the Hawaiian economy — are 
now not only heavily diversified but 
mostly owned by mainland US or for- 
eign interests. Another major Honolulu 
company, Pacific Resources Inc., 
which owns the larger of two oil re- 
fineries in the state, now belongs to 
Australia's BHP Petroleum. A Japan- 
ese company controls the state's 
largest construction company, and 
the second-largest is New Zealand- 
owned. With construction Hawaii's 
second leading industry behind tour- 
ism, and tourism heavily be- 
holden to Japanese-owned 
hotels, this puts a substan- 
tial part of Hawaii's econ- 
omy in foreign hands. 

With so much overseas 
money flowing into Hawaii, 
it is only natural that foreign 
banks have taken an in- 
terest in the Islands. Most of 
the loans used to finance 
Japanese acquisitions and 
fund construction of their 
new resort projects come 
from Japanese banks. 

Dependence on over- 
seas lenders and owners 
does not concern Hawaii's 
business and political lead- 
ers, as long as the owners 
are good corporate citizens. 
*Hawaii welcomes foreign 
investors, as long as they 
are sensitive to our needs 
and customs and take an ac- 
tive part in improving the 
community," Gov. Waihee 
says. 

[n recent years, the state 
has done much to make 
investors welcome. One 
step was the creation of 
agencies at both the state 
and county levels to assist 
investors interested in ac- 
quiring or starting business- 
es. Help ranges from basic 
familiarisation to detail- 
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ed assistance with registration pro- 
cedures, building permits and the 
like. 

Another aid has been the creation of 
suitable space and facilities in which to 
locate new businesses. There are now 
"tech parks" on the largest of the Islands 
designed specifically to accommodate 
technology-based companies. A new 
state-owned deep-draught harbour 
near Honolulu is nearing completion. 
Two nearby industrial parks, one desig- 
nated a “foreign trade sub-zone,” en- 
able the duty-free import of compo- 





A post-doctoral graduate, one of thousands of international students 
at the University of Hawaii. 
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nents used in the assembly of products 
for sale in overseas markets. 

The state has established a variety of 
technical and management assistance 
programmes to support start-up com; 
panies, and is increasing the мавы 
of the University of Hawaii's extensive 
research and development facilities to 
private industry. This is expected to 
offer a significant advantage to a wide 
range of technology-related com- 
panies. In addition, a state-run pro- 
gramme is starting that will award re- 
search and development grants to help 
such businesses with seed 
financing. 

Perhaps the most en- 
couraging sign to outside 
investors is the support for 
new business coming from 
the state administration 
and legislature. “Everybody 
wants new industry,” one 
veteran state lawmaker 
said, “and the state is willing 
to do whatever it takes to 
make investors welcome, 
especially those that bring 
the kind of businesses 
Hawaii needs.” 
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Strategy for the 
future 


However, Hawaii is 
selective over the type of 
new industry it wants to at- 
tract and, after careful 
study, the state has de- 
veloped a list of preferred 
businesses. The list parallels 
the type of industries that 
have been found to do well 
in Hawaii, meaning they are 
well-adapted to the Islands’ 
way of doing business. 

One distinctive feature 
is distance. The nearest 
major market is 2,400 miles 
away in California. For 


STATE 
HUMAN RESOURCES 


Bill Cook 
Division of Marketing & Business 
Development 


Dept. of Business & Economic Development 
State of Hawaii 

220 South King Street, Suite 1100 
Honolulu, Hawaii 96813 
Phone: (808) 548-8871 


Phone: (3) 597-7951 


Henry Au 

Director, Hong Kong 

State of Hawaii Trade Office 

Suite 3702 A, West Tower, Bond Centre 


Queensway, Hong Kong 
Phone: (852) 526-0387 


335 Merchant St., No, 110 
Honolulu, Hawaii 96813 
Phone: (808) 548-3275 


Patricia Dauterman 
ASSET Training 


1511 K Street NW, Suite 519 


Washington, D.C. 20005 
Phone: (202) 628-4721 
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William Bass 

Executive Director 

High Technology Development Corp 
Leilehua Building, Suite 35 

300 Калеш Avenue 

Mililani, Нама» 96846 

Phone: (808) 625-5293 


Car! Swanholm 

Science & Technology Officer 
Hawaii State DBED 

Р.О. Box 2359 

Honolulu, Hawaii 96804 
Phone: (808) 548-8741 


Kari Berg 
Project Manager 
Hawaii Ocean Science & Technology Park 


Bi, Phone: (808) 877-3839 
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COUNTY 
HUMAN RESOURCES 


Galen Fox 

Executive Assistant 
Mayor's Office 

City & County of Honolulu 
City Hall 

Honolulu, Hawaii 96813 
Phone: (808) 523-4130 


Lynn Maunakea 

Director, Research & Development 
Hawaii County 

25 Aupuni Street 

Hilo, Hawaii 96720 

Phone: (808) 961-8366 


Kirsten Baumgart Turner 
Director of Economic Development 
Kauai County 

4444 Rice Street 

Lihue, Hawaii 96766 

Phone: (808) 245-7305 


Phone: (808) 244-7710 


Frederick Sexton 

President 

Economic Development Corp. of Honolulu 
1001 Bishop St., Suite 735 

Honolulu, Hawaii 96813 

Phone: (B08) 545-4533 


Clinton Taylor 

Executive Director 

Hawaii Island Economic Development Board 
75-5737 Kuakini Highway, $206 
Kailua-Kona, Hawaii 96740 

Phone: (808) 329-4713 


Eric Honma 

Executive Director 

Kauai Economic Development Board 
4370 Kukui Grove Street 

Lihue, Hawaii 96766 

Phone: (808) 245-6692 





Donald Malcolm 

President 

Maui Economic Development Board 
Р.О. Box 187 

Kahului, Hawaii 96732-0396 

Phone: (808) 877-3839 


PRIVATE SECTOR 
HUMAN RESOURCES 


William Santos 
GTE/Hawaiian Telephone 
P.O. Box 2200 

Honolulu, Hawaa 96841 
Phone: (808) 546-3875 


Susan Miles 

Marketing Manager 

Campbell Industrial Park/Kapole: 
828 Fort St. Mall, Suite 500 
Honolulu, Hawaii 96813 

Phone: (808) 536-1961 


Paul Brewbaker 
Assistant Economist 
Bank of Hawai 

P.O. Box 2900 
Honolulu, Hawas 96846 
Phone: (B0B) 537-8269 
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Robert L. Vieira 

Area Development Director 
Hawaiian Electric Co 

Р.О. Box 2750 

Honolulu, Hawaii 96840 
Phone: (808) 548-4794 


Peter Simons 

Project Manager 

Milila Technology Park 
P.O. Box 2780 
Honolulu, Hawai 96803 
Phone: (808) 548-4885 


CHAMBERS OF COMMERCE 
HUMAN RESOURCES 


Mark N. Segami 

Vice President 

Business Development 

The Hawaii Chamber of Commerce 
735 Bishop Street, Room 225 
Honolulu, Hawaii 96813 

Phone: (B0B) 522-8815 


Paula Helfrich 

Vice President 

Military Affairs Counci 

The Hawaii Chamber of Commerce 
735 Bishop Street, Room 

Honolulu, Hawaii 96813 

Phone: (808) 522-8821 






Lawrence S.L. Ching 
President 

Chinese Chamber of Commerce 
P.O. Box 1975 

Honolulu, Нажав 96806 

Phone: (808) 533-3181 


Edwina Tanaka 

Executive Director 

Kauai Chamber o! Commerce 
P.O. Box 1969 

Lihue, Hawaii 96766 

Phone: (808) 245-7363 


Mitsugu Sumada 

Executive Director 

Hawaii Island Chamber of Commerce 
180 Kinoole St., Suite 118 

Hilo, Hawaii 96720 

Phone: (808) 935-7178 


Connie Charles 

Executive Director 

Kona-Kohala Chamber of Commerce 
75-5737 Kuakini Highway. # 206 
Kailua-Kona, Hawas 96740 

Phone: (808) 329-1758 


Clifton K. Tsuji 

President 

Japanese Chamber of Commerce and 
Industry of Hawai 

c/o 476A Hinano Street 

Hilo. Hawaii 96720 

Phone: (808) 961-6123 


Thomas Evans 

Vice President 

Business Services 

The Hawai Chamber of Commerce 
735 Bishoo Street, Room 327 
Honolulu, Hawaii 96813 

Phone: (808) 522-8833 


Ronald Ushijima 

Executive Vice President 

Honolulu Japanese Chamber of Commerce 
2454 South Beretania Street 

Honolulu, Hawaii 96826 

Phone: (808) 949-5531 


Teresita Okihara 

President 

Filipino Chamber of Commerce 
c/o 1188 Bishop St 
Honolulu, Hawaii 96813 
Phone: (808) 531-8797 


Suite 1601 


Marian Tunney 

Executive Assistant 

Australian Amencan Chamber of Commerce 
PO Box 438 

Honolulu, Hawaii 96809 

Phone: (808) 526-2242 


Wayne A. Blyth 

President 

Hawaii Island Portuguese Chamber of 
Commerce 

c/o 447 Kalarwanaole Street 

Hilo, Hawaii 96720 

Phone: (808) 961-3033 
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Gregory G.Y. Pai 
President 
Hawaii Korean Chamber of Commerce 


c/o 3615 Harding Avenue, #206 
Honolulu, Hawaii 96819 


Sheila Ludwick 

Executive Director 

Maui Chamber of Commerce 
P O. Box 1677 

Kahului, Hawaii 96732 
Phone: (908) 871-7711 


lian Kenig 

Executive Director 

Hawaii Israel! Chamber of Commerce 
808 Ahua Street 

Honolulu, Hawai 96819 

Phone: (808) 833-8083 


Dan Я. Kuhn 

President 

Molokai Chamber of Commerce 
clo Hawaii Tropical Plants 
Hoolehua, Hawaii 96729 

Phone: (808) 567-6750 


Tony Rapoza 
Presiden! 
Portuguese Chamber of Commerce of 
Mawan 
c/o 2901 North Nimitz Highway 
Honolulu, Hawai 96819 
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MY COLLEAGUES 
CAN SELL YEN 
AGAINST MARKS 
AND MAKE DOLLARS. 
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BUT ONLY IF OUR 


TELECOMMUNICATIONS 


MAKES SENSE. 


Here in the forex room, our traders turn slim 
margins into fat profits. But they can also 
lose us our annual bonuses. Depending on 
how well they keep abreast of the market. 
That's where I come in. I've given them a 
telecommunications system that's as reliable 
as the market is unpredictable. 


So that our traders can be sure of at least one 
thing in the room. 


AT&T provides a broad range of 
international services from Hawaii. Services 
that are supported by the Pacific Link of the 
worldwide intelligent network. 

Using our fibre optic digital cable system 
and our digital satellite system, we can 
accommodate voice and data communications, 
facsimile, videoconferencing, and other 
applications. All with exceptional quality. 

When you need a leased service between 
the Far East and the U.S., specify AT&T. 

Or, for more information, call AT&T. 

AT&T. Technology designed for 
business communications needs now. And 
for the future. 


wuss TINY Й 


t 


r 





AY / 
7 
la ad, 
/ 
| WT TJ 


THE PACIFIC LINK s 


manufacturers, that imposes special 
conditions on the transportation of raw 
materials and finished products. While 
Honolulu is one of the best-served 
ransportation centres in the Pacific, 
(o daily direct flights to all major 

ties on the Pacific Rim, it is still 
in the middle of a vast ocean. Con- 
tainerised shipping services from the 
mainland and on to the Far East are 
outstanding, but the distances are 
great and costs — while wholly com- 
petitive — are not conducive to fre- 
quent and heavy shipments of parts 
and products. 

Besides, heavy manufacturing in- 
dustries conflict with Hawaii's concern 
for preserving the purity of its air and 
water. "We want industries that need 
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our kind of environment,” explains 
Roger Ulveling, director of the state 
Department of Business and Economic 
Development, the administration's 
business-development arm. 

So Hawaii is looking for research- 
based industries and small assembly 
operations where the finished products 
are small and light enough to make 
ocean or air shipment feasible. It is also 
looking for companies that can take ad- 
vantage of the unique natural re- 
sources that Hawaii has to offer. 


Hawaii’s advantages 


“Hawaii has the finest workers any- 
where in the Pacific,” says Tom Moore, 
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Aquaculture research facilities on Oahu, a technology source for the Pacific. 
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managing director of Intelect Inc., a 
manufacturer of sophisticated air traffic 
control equipment. Moore operated 
plants in Southeast Asia and on the US 
mainland before he settled on Hawaii. 
His company is just moving to the new 
Mililani Technology Park in central 
Oahu, just minutes from downtown 
Honolulu. 

Many employers, including others 
in same hi-tech field as Intelect, men- 
tion the quality of the state’s workforce. 
“Frankly, the fact that Hawaii hasn’t yet 
attracted a lot of hi-tech companies is 
an inducement to coming here,” says 
Moore. “You don’t have to compete so 
much for workers.” 

The state’s university system is also 
cited as an advantage. The 40,000-stu- 
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UU mUNULULU... 
A BRIDGE AT 
THE CENTER OF TIME 


Honolulu offers a climate of un- 
precedented economic expan- 
sion and prosperity...and the key 
location for doing business in 
the Pacific Century. 





B Honolulu outpaces most U.S. 
national averages, ranking sixth in 
gross product growth, second in 
personal income growth. 


B Honolulu is a financial center, at- 
tracting a securities exchange, 
foreign banking, and large Asian 


capital flows. / 
B Honolulu accesses 22 communic 
tions satellites and is the hub for the 
trans-Pacific fiber-optic cable linking 
“8 North America with Asia. 

; B Honolulu's time zone allows direct 
communication with every major 

city in the U.S. and Asia during 
normal business hours. 


B Honolulu is multi-cultural and 
multi-lingual, where 74 percent of 
the population is of Asian or Pacific 
ancestry and 26 percent speak at 
least one other language fluently. 


Ш A 200-year history of trade with 
Asia provides an understanding of 
how business is conducted through- 
out the Pacific. 


Bi In the Pacific Region, only Hong 
Kong and Singapore have more non- 
stop air routes to Asia-Pacific desti- 
nations than does Honolulu Interna- 
tional Airport. 

li As part of the U.S., Honolulu 
offers security, stability, fairness, 
freedom, and the encouragement of 
private, profit-making activities. 


If you're involved in commerce 
from New York to 
Singapore...Honolulu means a 
business bridge to you. 


Ум 


Economic Development 
Corporation of Honolulu 

Suite 735, Pacific Tower 

1001 Bishop Street 

Honolulu, Hawaii 96813 

Telex: 508429 ECON DEV 

FAX: 808-536-3266 

Tel: 808-545-4533 

The Economic Development Corporation of 
Honolulu is a private nonprofit organization 
dedicated to establishing Honolulu as a center 
in the Pacific for finance, international trade, 
and commerce, 
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dent University of Hawaii (UH) system 
has campuses on all the main Hawaiian 
Islands. Its main Honolulu campus has 
graduate programmes in medicine, 

w, public health, nursing, engineer- 

g, business, agriculture and a host of 
other specialities. For many years the 
university has offered educational pro- 
grammes that reach out to students 
from developing countries throughout 
the Pacific. 

Sharing space with the UH in Hon- 
olulu's lush Manoa Valley is the US 
Government-funded East-West Cen- 
tre, a one-of-a-kind learn- 
ing institution that attracts 
scholars, professionals and 
political leaders from 
throughout the Pacific 
Basin to advanced studies, 
high-level conferences and 
independent research. 

It is the development 
and transfer of knowledge 
that many believe will be 
Hawaii's greatest contribu- 
tion to the Pacific nations in 
the next century. Informed 
observers believe the state 
has a head start on achiev- 
ing this potential. Hawaii 
has already established it- 
self as the research leader in 
a number of fields impor- 
tant to the development of 


many Pacific countries. 
These include: 
P» Aquaculture. Research 


done at the Oceanic Insti- 
tute, at Oahu's Makapuu 
Point, in the controlled 
breeding and rearing of 
milkfish and other staple 
seafood is already benefit- 
ing the Pacific island nations 
and other developing coun- 
tries. 

> Natural energy. Hawaii 
has become the natural 
energy laboratory of the 
Pacific. Pioneering research 
in alternatative energy 
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sources using the abundance of these 
resources available in the Islands — 
wind, ocean thermal energy conver- 
sion, solar, geothermal and biomass — 
has generated valuable data for the day 
when the world will once again turn to 
natural energy as a substitute for fossil 
fuels. Alternative energy is already 
used to provide 40% of the power 
needs of the “Big Island" of Hawaii. 
When tests are completed for the un- 
derwater transfer of electricity. from 
generators on the "Big Island" to popu- 
lation centres on Oahu and Maui, 





Satellite telecommunications equipment on Oahu, part of Hawaii's 
global link. 
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geothermal power will contribute to 
the needs of more than 90% of the 
state's population. 

> Tropical agriculture. The sugar plan- 
tations that still cover much of Hawaii's 
prime land are the most efficient in the 
world. So are the state's other agricul- 
tural operations, from pineapple to the 
newer crops of tropical fruit, 
macadamia nuts and cut flowers. Once 
one leaves the urban and resort areas 
of the Islands, the land reverts quickly 
to its traditional agriculture roots. 
Through programmes sponsored by 
UH, the sugar industry and 
private enterprise, Hawaii 
has for years transferred 
its expertise in tropical 
agriculture to develop- 
ing countries around the 
world. 

In addition to the indus- 
tries already mentioned, 
Hawaii also wants to attract 
other business activities 
which would benefit from 
the state's other great 
natural advantage — its 
geographical location. Be- 
cause of Hawaii's excellent 
telecommunications and its 
position as a hub for Pacific 
air routes, several indepen- 
dent studies have pointed 
to the Islands potential as 
a regional base for multi- 
national companies with in- 
terests on both sides of 
the Pacific. A number of 
companies have already 
taken advantage of these 
factors, and others will fol- 
low. 

One "industry" that has 
capitalised on Hawaii's 
central location for near- 
ly a century is the US 
military. All elements of 
the US armed services 
maintain their headquart- 
ers for the entire Pacific 
region in or near the mas- 
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High-Tech 
Breeding 
Grounds 

Available in 
Hawaii 


Bring your high-tech venture to 
harvest in a secure, stable 
environment. At one of our 
several incubation centers set up 
specifically to foster the dynamic 
growth of high-tech ideas. Come 
to Hawaii, where paradise works. 


KAIMUKI TECHNOLOGY 


ENTERPRISE CENTER 

KAITEC supports ventures in the earliest 
stages of research, development and 
commercialization for technology-based 
projects, products or services, with office and 
research space near the University of Hawaii's 
main campus. Access to computers, FAX, 
management team advice. 


MANOA INNOVATION CENTER 

MIC opens in the Fall of 1990, a $9 million 
center for high-tech companies in their 
secondary stage of development. Access to 
laboratories, specialized equipment and 
human resources from the adjacent University 
of Hawaii and independent research facilities. 


MAUI RESEARCH AND 


TECHNOLOGY CENTER 

Also opening in the Fall of 1990 is MRTC, a 
$6 million incubation center for high-tech 
companies starting up on or relocating to the 
Island of Maui. Located in the Maui Research 
and Technology Park, MRTC will offer an 
advanced communications center and 
services similar to those at KAITEC. 


HAWAII OCEAN SCIENCE AND 
TECHNOLOGY (HOST) PARK and the 
NATURAL ENERGY LABORATORY OF 


HAWAII (NELH) 

HOST Park and NELH on the Big Island 
provide an 869-acre site for ocean-related 
enterprises, from research to full commercial 
operations with long-term land leases. HOST 
Park and NELH offer natural, physical and 
human resources available nowhere else in 
the world. 





Where Good ideas Grow Better 
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For inf information contact 
Bill Bass, Executive Director 
High Technology Development Corporation 
Mililani Technology Park 
300 Kahelu Ave., Suite 35 • Mililani, Hawaii 96789 


Telephone: (808) 625-5293 * FAX: (808) 625-6363 








HAWAII 


THE PACIFIC LINK su 


sive US Navy base at 
Pearl Harbor. The pay- 
rolls of the thousands of 
military personnel and 
their families stationed in 
he Islands, and the busi- 

ss they generate local- 
ly, makes the US defence 
establishment Hawaii's 
third-largest source of 
revenue generated for 
the state economy. 


Mixed 
11% 


Mixed 


20% 


Unique time 
overlap 


A recent international study focused 
on Hawaii’s potential as a financial ser- 
vices centre for the Pacific. State and 
Honolulu representatives have already 
had discussions with the San Fran- 
cisco—based Pacific Stock Exchange 
and other major securities exchanges 
to explore the possibility of branch ex- 
change operations in Honolulu. The 
chances of bringing stock and other 
exchange activities to the Islands ap- 
pears excellent. 

The main advantages of locating an 
exchange in Hawaii mirror those that 
make the state attractive as a regional 
business headquarters — excellent 
telecommunications and transporta- 
tion capability, coupled with Hawaii's 
location in the international time zone 
system. In the course of a normal work- 
ing day, Honolulu can communicate 
with Tokyo and other Far Eastern capi- 
tals and all the North American busi- 
ness centres during their respective 
working days. 

This is a unique time overlap and of- 
fers an advantage that can only grow 
with time and continued technological 
change. It is an obvious plus for anyone 
doing business on both sides of the 
Pacific and to whom time is import- 
ant. 

Multinational businesses also get a 
boost from the multi-ethnic and multi- 
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Source: Hawaii State Department of Health, Hawaii Health Surveillance Program, 1986 


lingual background of Hawaii's resi- 
dents. Hawaii is a land of ethnic 
minorities, with people from nearly 
every nation in and around the Pacific 
represented in its population. More 
than a quarter of Hawaii's English- 
speaking people also speak at least one 
other language. Japanese is the main 


e Caucasian 


second language, fol- 
lowed by Tagalog and 
Chinese dialects. One 
reason cited for the 
heavy Japanese and 
other Far Eastern busi- 
ness involvement іп 
Hawaii is the easy cul- 
tural transition provided 
by the Islands' ability to 
accommodate people 
from differing ethnic and 
linguistic backgrounds. 
"For a Japanese, the ad- 
justment to Hawaii is 
very easy," says banker 
Joichi Saito. 







23% 







Japanese 
23% 





Cost of doing business 


The first thing any business visitor 
from the Far East notices about Hawaii 
is its relatively low costs. Despite a well- 
educated and productive workforce, 
wages are generally lower than those 





Air defence base near Honolulu. Hawaii is the Pacific headquarters for all US services. 
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HEI. ESSENTIAL TO HAWAII. 


HEI, Inc. moves freight between Hawaii's seven islands, provides the electric energy 
that drives Hawaii's economy, insures Hawaii's homes and businesses from loss, and helps 
Hawaii's people save for a brighter tomorrow. 

HEI is one of the few successful, diversified utility holding companies in the United 
States and is among the top three companies in Hawaii in profitability and investment. 

HEI has been carefully built up around a solid electric utility that serves 95 percent of 
Hawall's population. We operate Hawail's premier thrift in the most profitable thrift market in 
the nation. Our insurance company is one of the largest property and casualty companies in 
Hawaii. And we operate Hawaii's only franchised interisland maritime carrier. 

Our focus is providing essential services in Hawaii; our horizon is the Pacific basin. 

We know Hawaii, and when you want to know what we know about Hawaii, 
call or write C. Dudley Pratt, Jr.. President, HEI, Inc., Р.О. Box 730. 


Honolulu, HI 96808, (BOB) 543-7332. 
You'll get it from the heart. 


Providing essential services 
for the complexities of Island life 


Electric Energy Transportation Financial Services 
Hawalian Electric Co Hawalian Tug and Barge American Savings Bank 
Maul Electric Co Young Brothers Hawaiian Insurance Group 
Hawal! Electric Light Co HEI Investment Corp 
Ада Real Estate | P 


Hawallan Electric Renewable 


4 ESO Malama Pacific 
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Reach New Heights 


Japan-America Institute of Management Science 


A pioneer in the field of cross-cultural 
management education, JAIMS 
began offering certificate programs in 
Japanese and American Management | 
in the early seventies. In 1990, a new 
15-month Japan-focused Executive 
MBA program is being inaugurated in 
cooperation with the University of 
Hawaii College of Business 
Administration. JAIMS also offers a 

^ variety of executive-level cross-cultural | 
seminars designed specifically for those interested in резе 
business management from а global perspective. More than 15,000 
people from around the world have attended programs and seminars 
at JAIMS to refine their international management skills. 


Academic Programs: 


Japan-focused Executive MBA is a 15-month cooperative 
educational program with the University of Hawaii College of 
Business Administration which includes an internship in Japan. A 
year is spent studying at JAIMS and the University of Hawaii during 
which time students take MBA core courses and Japanese language, 
culture and management courses, and three months are spent in 
Tokyo working in a major Japanese corporation, enhancing language 
skills, and discussing current issues with leaders in Japanese business 
and government. 


Japan Management Program (JMP) is a ten-month certificate 
program targeted for individuals who have had at least a year of 
MBA course work and are interested in working with the Japanese. 
The JMP provides graduate-level Japanese business management, 
language and culture courses during the seven months of intensive 
course work in Honolulu and an internship with a major Japanese 
corporation during the three months in Tokyo. 


American Management Program (AMP) is a five- to seven-month 
program designed to provide students and mid-level managers from 
around the world with the skills necessary for doing business with 
US organizations and for effectively communicating in a 
predominantly English-speaking international environment. Five 
months are spent in Honolulu studying English, US culture and 
business. Students then opt for either a two-week field study to the 
US mainland or a two-month internship with a US corporation. 







Seminars: 


Japan-America Executive Seminar 
brings together managers from Japan, 
the United States, and other countries 
to Honolulu for a week of cross- 
cultural training. The executives 
explore, compare and contrast 
management styles, decision-making 
rex processes, corporate characteristics, 
L-i business protocol, and cultural values. 


Company-tailored Seminars are designed to meet the unique 
needs of corporations and organizations and are delivered on-site by 
JAIMS. Cross-cultural seminars have been designed for the State of 
Hawaii Department of Business and Economic Development, Kauai 
Economic Development Board, and Fujitsu America, Inc. 


Cross-cultural Seminars for local clientele are scheduled throughout 
the year. Topics include Japanese Business Protocol, Women and 
Business in Japan, and Marketing and Distribution in Japan. 


As a graduate-level institution, JAIMS seeks to develop and enhance 
cross-cultural communication through management education and 
training. JAIMS' contributions in preparing present and future leaders 
for the information age in the Pacific Era reinforces the strategic 
directions of the State of Hawaii. 





Japan-America Institute of 


We» Management Science 


6660 Hawaii Kai Drive • Honolulu, HI 96825 
Tel: (808) 395-2314 * Fax: (808) 396-3826 















found in Japan and in many parts of the 
US mainland. 

What people from Japan and Hong- 
kong quickly note is the low cost 
of office space and urban housing. 
Premium office space in downtown 
Honolulu rented for about US$2.75 
a ft2 a month in 1989. The purchase 
price of downtown land was about 
US$800 a ft2 — a small fraction 
of the cost of comparable space in 
Tokyo or any other major Japanese 
city. 

A 1988 survey by Grant Thornton 
& Co., a management con- 
sulting firm, compared the 
cost of maintaining a staff of 
12 in an 1,800 ft2 office in 
Honolulu and Tokyo, and 
found office costs in Tokyo 
nearly triple those in Hono- 
lulu. And when cost of liv- 
ing allowances for the office 
workers were added, the 
spread favoured Honolulu 
even more. 

However, office, retail 
and industrial space is 
not readily available in 
Honolulu. The vacancy fac- 
tor in all three categories 
traditionally runs less 
than 10%, and has been 
known to disappear com- 
pletely. 

The “no vacancy” phe- 
nomenon makes Нопо- 
lulu the tightest city for 
commercial real estate in 
the US. The shortage is 
caused by a lack of suitable, 
or suitably zoned land, and 
a demand for space that vir- 
tually never ceases. “It’s 
the result of our continu- 
ally growing economy,” 
says Andrew Friedlander, 
one of Honolulu's leading 
commercial real estate 
brokers. 

Housing costs are also 
low to people from Japan, 
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Hongkong, Taiwan and some other 
Asian countries. But to mainland 
Americans, Hawaii has one of the high- 
est housing costs in the country. Real- 
tors blame the scarcity of land again, as 
well as a perennially undersupplied 
local market. 


Recreational treasure 


Hawaii has one of the most temper- 
ate year-round climates in the world, 
allowing the Islands to capitalise on 





International sailboat racing off Honolulu, just one of Hawaii’s many 
sporting opportunities. 
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what is perhaps the fastest-growing in- 
dustry anywhere — sports and recrea- 
tion. 

Hawaii is already the venue of 
world-class sporting events like the 
Honolulu Marathon and the “Iron Man” 
Triathlon. Honolulu also hosts some of 
the top US post-season college and 
professional American football games. 

US yachts competing in the last full- 
scale America’s Cup race in Australia 
trained in Hawaiian waters, and the 
state itself was a major contender to 
host the next cup defence. 

Hawaii's major resorts 
have capitalised on the 
near-perfect weather, and 
all offer championship golf, 
tennis and other outdoor 
sports facilities. 

The state has moved to 
promote the growth of 
sports as a major industry. 
In 1990, it will host the 
first-ever “Aloha State 
Games,” a multi-sport event 
that will attract outstand- 
ing athletes from through- 
out the Islands. This will 
be a preamble to a much 
larger sporting event be- 
ing planned: “The Hawaii 
Pacific Games.” Scheduled 
for 1991, the Olympics- 
style games will host top- 
ranked competitors from 
Asia, Oceania, the Paci- 
fic Island nations, as well 
as the US mainland and 
Hawaii. 

The games are a prelimi- 
nary in a long-term pro- 
gramme to build Hawaii 
into a premier location for a 
wide variety of local, na- 
tional апа international 
sporting competitions. Just 
as in business, commerce, 
science апа education, 
Hawaii plans to become the 
Pacific's East- West sporting 
hub. ¢ 
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ALL THE INFORMATION 
YOU NEED TO DO 
BUSINESS IN HAWAII 

IS JUST A POSTAGE STAMP 
OR FAX NUMBER AWAY. 











We don't blame you for being in- sisting businesses here and working 
А usi eoim 


with 

If we weren't d be other areas who are thinking of in- 
planning to come cluding Hawaii in their future 

i has everything going for it. We have the information need 
Its ic jon at to get from 

the Pacific Basin its cultural studies in Hawaii as a Pacific Region- 
and ethnic diversity, its al headq reports on specific 
resources, major role in high 


its business 
technology, its deserved reputation Just fax us your request or write for 
as one of the healthiest and pollution. more i ion on your company 


free letterhead. 
course, its ideal climate. if that's not fast enough, phone и. 
The of We'll be waiting for your call. 


Please contact: 


Mr. Mark Ѕедаті, 
Vice President, Business Development 
The Chamber of Commerce of Hawaii 
735 Bishop Street, 
1 Honolulu, HI 96813 

— Phone (808) 522-8815 

ES FAX: (808) 522-8836 
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SOUTH KOREA 


Currency curb 
compounds 
foreign woes 


By Jonathan Friedland in Seoul 
F oreign banks operating in South Korea have found them- 





selves on a collision course with government authorities seek- 

ing to both harness growing inflation and to buy time for un- 
competitive domestic lenders. The bankers argue that the Roh Tae 
Woo government's protective measures belie its claim that financial 
liberalisation is well under way. 

After record profits last year, the 59 foreign banks operating in 
South Korea face reduced earnings in 1989 and, worse, shrinking 
business volumes with little prospect of recovery. Even if foreign 
banks were able to operate free of a variety of government-man- 
dated constraints, it is unlikely that South Korean borrowers would 
regain the appetites that made them such good customers in the 
1970s and 1980s when the country was rapidly industrialising. 

At the centre of the banks' difficulties is an inability to attain local 
currency, traditionally allocated through dollar/won swaps orches- 
trated by the central bank. To beat back nascent inflation in 1987 and 
1988, the government cut dollar-denominated swap lines by 10% 
each year. A further 10% reduction is 
expected some time before the end of — MI | 
1989, again in the name of cooling an ` 100 million Won - 
overheated money supply. 

Taking into account the apprecia- 
tion of the won against the dollar 
over the past two years, this nominal 
20% contraction translated into an ef- 
fective 35% reduction in available 
won. At the same time, the Seoul 
government has slapped a ceiling on 
what the foreign banks can lend to 
their major customers, South Korea's 
30 largest business groups. Further- 
more, it has limited the introduction 
of new financial products, an area 
where the foreign banks have a clear 
competitive advantage. 

The overseas banks have seen 
their woes compounded by forcibly 
buckling under to the demands 
of South Korea’s newly freed 
trade unions, paying a bottom 
line-busting 41.2% average increase 
in wages in the first half of the 
year. 

UK clearer Barclays suffered 
worse than just the pressure on its 
bottom line; its Seoul expatriate staff 
had to decamp to a hotel to continue 
doing business in the face of an 80- 
day strike prompted by employee 
demands for a whopping 8875 wage 


Citi (3 branches) 
Chase 

Bankers Trust 
ManTrust 
BankAmerica 
Amex 

Security Pacific 


Bank of Boston 
Chemical 

Wells Fargo 

Bank of California 
Chase (Pusan) 
BOA (Pusan) 


Hongkong Bank (Pusan) 


Nova Scotia 

Roya! Bank of Canada 
Singapore Development 
United Overseas 
Deutsche Bank 

int'l Bank of Singapore 
Deutsche Bank (Pusan) 


increase. When an agreement was — 
finally brokered by the central bank, MALLA 
Bank of Korea (вок), on 24 July, NM baê 


Barclays yielded a 45% raise, which 
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included a special bonus for employees to compensate for income 
lost during the strike. 

Next year, say foreign bankers, they will attempt to collectively 
bargain salary increases with the employees union in the hope of 
avoiding another wages blow-out. "Last year it was Westpac, this 
year Barclays," lamented one multinational bank branch manager. 
“If a similar situation occurs next year, foreign banks will start to 
close their doors.” 

“We are seeing our balance-sheet come under pressure from 
several directions at once,” complains a British banker here. “In 
addition to the reduction in swap lines and limits on lending to 
the chaebol, the last of the major foreign currency loans made to 
South Korea before it went into current account surplus are coming 
due. 

“Last year was clearly the peak of foreign bank profitability here,” 
he added. “A reduction in lending, thinning margins and accele- 
rating costs are making it less attractive to be in South Korea.” In 
1988, the 32 branches of foreign banks in South Korea earned Won 
94.5 billion (US$142.1 million) in net profits, a 38.3% increase over 
the previous year. 

Officials at South Korea's вок, say they have taken note of the for- 
eign bankers’ arguments, but — citing last year’s profits — claim that 
the complaints are overwrought. “Many foreign banks still want to 
come to South Korea,” explained Yang Dong Hyuk, chief of the ad- 
ministration division at BoK. “And those that are here showed an 
average return on assets last year of 1.8% as compared to a 0.38% 
average return shown by domestic banks. 

“We acknowledge that their performance is getting worse, but 
they are very competitive in adapting to new businesses,” Yang 
added. “We do not think any of them will close their doors.” 

Seoul officials claim that limitations on swaps have been compen- 
sated for by allowing the foreign banks to issue certificates of de- 
posits (CDs) and — to a lesser extent 
— to open new branches. But bank- 
ers say that neither has proved a par- 
| ticularly viable means to raise won. 
"| . Swapped funds and foreign currency 
о | . loans still account for nearly 70% of 
| foreign bank assets in South Korea, 
they note. 

The CD programme, which Seoul 
has trumpeted as a concrete first step 
in the creation of a fully fledged 
money market, has been of particular 
disappointment to the foreign bank- 
ers 


2 
б 
= 
+ 


\' 


The banks are allowed to issue 
CDs only equivalent to their paid-in 
capital, a delimiting amount to begin 
with. Further, under South Korea's 
highly regulated interest rate regime, 
which is subject to frequent and ex- 
tensive central bank "guidance," the 
CDs cannot be priced at an attractive 
enough level to make their proceeds 
practical for domestic lending pur- 
poses. 

“The CD programme demon- 
strates what is wrong with South 
Korea's approach to liberalisation,” 
said an executive of a West German 
bank. "They allow you to issue CDs 
and then do everything possible to 
make issuance impractical.” 

To date, few of the foreign banks 
have issued even the modest amount 
allowed by the central bank since the 
programme was introduced. As far 
as opening more branches goes, the 
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process is expensive and prospects in retail banking for all but the 
most muscular are dubious. 

Citicorp, alone among major foreign banks in South Korea, at- 
tempted to set up a branch network aimed at competing with 
domestic lenders. It had four branches in mid-1989 and is drumming 
up consumer business by issuing Diner's Club credit cards. Citicorp 
recently won approval to open an additional five branches, with the 
aim of having 25 by the time the South Korean market is fully 
liberalised in 1992. The major domestic banks, in contrast, each have 
more than 200 branches. 

Rather than stressing traditional corporate lending or following 
Citicorp's costly push into retailing, foreign banks are now mostly 
concentrating on building up their treasury operations and on boost- 
ing off-balance-sheet activities like leasing and guarantees. Several 
have set up joint ventures with South Korean partners to facilitate 
this form of expansion. Until recently, asset-based financing, 





KorAm surges on 


Given the surging nationalism in South Korea, with its ri- 
tual attacks on US targets, it is no surprise that the KorAm 
Bank attracts unwanted attention. In 1986 and 1987 bank 
branches were attacked 16 times by anti-American demonstra- 
tors, who found the bank an inviting target for their rocks and 
firebombs. 

But this unwanted attention does not seem to have hurt pro- 
fits. KorAm (or, as it is known in South Korea, Hanmi), has had 
an enviable performance since it opened in 1983. Net income has 
risen smartly every year; last year it grew 69% to Won 7.5 billion 
(US$11.3 million). And indications 
are that the bank will be able to keep 


like equipment leasing, was not subject to central bank ceil- 
ings. 

While bread and butter lending will still account for the bulk of 
foreign bank operations, said Takaaki Maeda, general manager of 
Bank of Tokyo's Seoul office, "our competitive advantage lies 
in financial engineering, activities like foreign exchange dealing, 
options and swaps. Innovation is the key to remaining competitive 
here." 

US banks lead the pack in this area, having the best developed 
presence in South Korea. Last year, three US banks — Citicorp, 
Chase Manhattan Bank and Bankers Trust — earned more than the 
combined profit of all 17 non-US foreign banks in South Korea. All 
three have aggressively staffed their treasury operations, with 
Citicorp's windfall 37.676 increase in profits last year attributable, in 
part, to a series of complicated foreign exchange option deals de- 
signed to skirt the swap limits. a 


resist the temptation to be dragged into the round of corporate re- 
structurings in 1986 and 1987. 

Bank officials say that KorAm’s credit officers are given much 
more autonomy than their counterparts at local banks. While 
most city bank heads are politically connected — the Ministry of 
Finance still unofficially appoints them — KorAm's managers are 
professionals. The common South Korean practice of a president 
“recommending” a borrower to the credit committee is simply 
not tolerated at KorAm. 

BA has relatively little say in the day-to-day operations of the 
bank, and has only two of its executives posted to the bank. But 
the US bank, which has developed a massive computer capabil- 
ity to deal with its huge retail base, has helped KorAm adapt BA 
software for the South Korean market. KorAm executives say 
that this computer system has given them a much more detailed 


Financial summary of KorAm Bank* $ 
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equity and continue to outperfo oo і ae i ПАВ sats 

ca ne cipes DA rel ‘Shareholders’ equity 28,893,371 30,560,754 3207518 33357070 35970835 71044513 
KorAm's controversial name — | (Net income after taxes 1,092,282 1.667.383 1814404 2781912 4,413,755 7473788 

and at least part of the reason for its Total assets 242,755,373 442731056 725,515,741 982,547,198 1,263,004,278 1,467.309,450 

profits — comes from the 47% in- (excluding guarantees) (191,478,979) (342,063,047) (529,297,267) (680,206,659) (814,414,997) (957,556,964) 

terest held by California-based Bank 

of America (BA). The US influence, 

according to those familiar with the . "Year-end 


bank, has allowed it to develop a 

more spirited corporate culture. 

Salaries, for example, are based 25% on merit and 75% on senior- 
ity. While that concession to seniority may seem like 75% too 
much to many Westerners, most South Korean banks base pay 
almost entirely on length of service. 

But what really sets the bank apart from most of its domestic 
competitors is a hard-nosed approach to credit analysis. “Just 
take a look at their portfolio of non-performing assets,” says 
another banker in Seoul. "They're negligible.” Bank officials say 
its problem loans total only Won 300 million (US$451,127) in a 
Won 60 billion portfolio of assets — a tiny tage. 

Most of the large commercial banks in Seoul are saddled with 
large amounts of non-performing loans. A report by the Office of 
Bank Supervision and Examination to the national assembly ear- 
lier this year put the total amount of non-performing assets at the 
five major commercial banks at more than Won 2.5 trillion, or a 
sobering 4.52% of assets. 

Part of KorAm's success in avoiding bad loans was simply 
good timing. Because the bank was not founded until the early 
1980s, it was not forced to make loans in support of the govern- 
ment's ill-fated push into heavy industries in the late 1970s. But 
its management style — and its foreign partner — allowed it to 
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look at their asset-liability structure than the other eight city 
banks 


KorAm employees can take advantage of virtually all of BA 
training programmes. This extensive international 
should give the bank an advantage over its South Korean com- 
petitors as it moves overseas. The bank will open its first overseas 
offices, in Hongkong and New York, next year, paralleling the 
push into international markets that other South Korean banks 
are making. 

The bank is preparing to boost its size with a public offering 
this year. Along with capital injections by existing shareholders, 
the public offering will triple shareholders equity to Won 223 bil- 
lion by end-1989 from end-1988. After the offering BA will have a 
31% stake. The biggest South Korean shareholders now are 
Daewoo Bank, which has 8% of the bank, and Samsung Bank, 
with 6%. 

The expanded capital base will fuel an ambitious growth stra- 
tegy. Like all banks, KorAm has been crimped by the govern- 
ment's tight monetary policy, with its forced purchases of low- 
peang government bonds, and it needs to enlarge its deposit 

in order to fuel expansion. m Mark Clifford 
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“Look after this 
planet, it's the only 
one we have" 











A personal message 
from HRH The Duke of Edinburgh, 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they're only the tip of an 
iceberg. Put them all together and 
add in the storiés which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever. 
growing human population. 

This hammering is cumulative. 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


All life on earth is inter. 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part of it we are putting our 
own survival at risk, 

The purpose of WWF - the 
World Wide Fund for Nature – and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, itis the only one we have. 




































Write for further information to 
WWF International, CH-1196 
Gland, Switzerland. 
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WWF 
World Wide Fund For Nature 












CIC GROUP 


A MAJOR FRENCH BANKING GROUP 
SERVING CLIENTS IN ASIA PACIFIC 


Total Assets : 65,021 million USD 
Stockholder's Equity : 2,290 million USD 
Total Deposits : 26,810 million USD 
Net Income : 176 million USD 











a 
IN SINGAPORE 


— Branch and Representative Office — 
CIC-UNION EUROPEENNE, INTERNATIONAL ET CIE 
City House, 11-01 - 36, Robinson Road - Singapore 0106 
Tel: (65) 225 03 55 - TIx: (087) 29070 CICSGP — Fax: (65) 224 49 34 


— Subsidiary — 
CIC-UNION EUROPEENNE, INTERNATIONAL ASIA LTD 
Rooms 4508-9, Jardine House -1, Connaught Place, Central - Hong Kong 
Tel: (852-5) 21 61 51/22 08 50 - TIx: (0802) 62624 BUEHK HX 
Fax: (852-5) 845 90 58/810 62 55 












— Representative Offices — 


BANQUE DE L'UNION EUROPEENNE 
Rooms 4508-9, Jardine House - 1, Connaught Place, Central - Hong Kong 
Tel: (852-5) 21 61 51/22 08 50 - TIx: (0802) 62624 BUEHK HX 
Fax: (852-5) 845 90 58/810 62 55 


CIC PARIS 
Alexandra House, Room 1210 - Chater Road Central - Hong Kong 
Tel: (852-5) 22 60 02 - TIx: (0802) 80545 CIC HK 
Fax: (852-5) 810 49 81 


m 
ELSEWHERE IN ASIA PACIFIC 


BANGKOK, BELIING, JAKARTA, KA NEW DELHI, 
SEOUL, SYDNEY, TOKYO 
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PHILIPPINES 


In unity, the 
banks 
find strength 


By Rigoberto Tiglao in Manila 


country’s three-year economic recovery, it is banking. In fact, it 

appears to have been the only sector that gained even from the 
1983-86 economic crisis: except for the grossly mismanaged ones, 
commercial banks made a killing in those years through foreign ex- 
change gains and Central Bank and Treasury bills which at one time 
fetched yields as high as 50%. 

By the time the worst in the economy was over, the banking in- 
dustry's coffers were quite well-stocked, enabling them to take full 
advantage of the consumer-led boom that expanded their loan 
portfolios. Commercial banks' net income after taxes has since 
soared from P2.4 billion (US$109.6 million) in 1985 to P3.4 billion by 
1988. From March 1988 to March 1989, the 24 private domestic 
banks’ (excluding the government-owned Philippine National 
Bank) total assets expanded by P47 billion to P237 billion, with their 
loan portfolios growing P27 billion to P111 billion. 

More importantly, the economic crisis saw an intense shake-out 
for the industry: it weeded out weak or mismanaged banks which 


I f the Philippines has an industry that gained the most out of the 


had jeopardised public confidence in the entire industry. Three com- 
mercial banks were closed and three more put under Central Bank 
control, with owners of these three banks now trying to get the best 
deal for their sale. There were important mergers and acquisitions: 
Bank of the Philippine Islands absorbed the retail-oriented Family 
Savings Bank; Philippine Commercial International Bank (PCIB) 
bought Insular Bank of Asia and America; and Far East Bank and 
Trust Co. bought the insolvent Pacific Banking Corp., which ex- 
panded its branch network. 

New owners with greater financial resources have also taken 
over five of the relatively weaker banks: Commercial Bank of Mani- 
la, renamed Boston Bank, is now owned by the First National Bank 
of Boston and three Filipino-Chinese business groups; International 
Corporate Bank has been partially privatised with American Express 
having a 40% stake; Security Bank, which nearly went under be- 
cause of President Corazon Aquino's boycott call against it in the 
1986 elections, has been bought by a group led by Manuel Zamora 
and includes Filipino-Chinese as well as Taiwan financiers; PCIB was 
acquired by the Lopez-Gokongwei group; and Philippine Banking 
Corp. was bought by a Filipino-Chinese group mainly consisting of 
Tarlac businessman Domingo Lee and the Cebu-based Gaisano 
family. 

The end result has been a strengthening of the banking system. 
Furthermore, learning from the past years' record of failed banks, 
owners demanded greater professionalism and efficiency from their 
managers. Bank of the Philippine Islands president Xavier Loinaz, 
for example, notes that while commercial banks' staff numbers since 
1983 have remained about the same, their operations have ex- 
panded by as much as 40%. "Competition has become keener, with 
bank managers pressed for improved quality of service and effi- 
ciency,” Loinaz points out. 

Before 1983, Philippine banks were perceived as a oligopoly of 
sorts, pegging the interest rates they imposed on industry while in- 
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Our New Head Office inaugurated 
on 14" September 1989 


Bank Negara Indonesia 1946 
New Head Office Address 
Jalan Jendral Sudirman Kavling | 
PO. Box 2955 JKT, Jakarta 10001 Indonesia, Facsimile : 5700926 
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ARIG has the resources to cover any claim, 
worldwide. A broad range of expertise in all 
aspects of insurance and reinsurance, and 
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ARIG has a solid capital base. A proven 
track-record of absolute reliability. And 
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dividually relying for interest and fee-based income on a group of 
companies usually having interlocking directorships with the bank. 
That structure apparently is fast changing: single-borrowers' limits 
for such allied firms have already been reached by most banks, while 
competition has moved towards such areas as automated teller 
machines and credit cards. 

"Banks have also learned that a diversified, balanced portfolio 
is crucial for long-term growth," PCB's new president Rafael 
Buenaventura points out. Metropolitan Bank and Trust Co. presi- 
dent Placido Mapa also emphasises that diversification is "the basic 
rule" now. 

“It’s an entirely different banking industry now from that of eight 

ears ago," Rizal Commercial Banking Corp. vice-chairman Chester 
t noted. "It's never been as healthy and as strong as it is today. 
There is also an entirely new breed of bankers now, very profes- 





Back from the brink 


"The choice that faced us in 1986," outgoing Development Bank 
of the Philippines (DBP) chairman (and recently appointed Socio- 
Economic Planning Secretary) Jesus P. Estanislao points out, 
^was either to close the bank or clean its books." The decision by 
the government of President Corazon Aquino was to rehabilitate 
the which had been one of the mammoth milch cows for 
cronies of former president Ferdinand Marcos through so-called 
"behest loans." 

The rehabilitation plan, to be completed by the 
end of this year, involved transferring P62.2 billion (US$2.84 bil- 
lion) of non-performing accounts — mostly the crony loans — to 
the national government's Asset Privatisation Trust and putting 
P2 billion of new capital into the bank from the Treasury. 

The government bank, which had retained P3.9 billion in 
nonperforming loans (including those of Р 10 million and below), 
is definitely out of intensive care, with 
DBP senior vice-president Roy Joseph 
Vinuya claiming that it is even ready for 
the market. Indeed, Manila government 
officials are now confident that they 
could sell off segments of the bank: they 
agreed early this year that privatisation of 
25% of the voting stock of its five regional 
branches (which would be converted 
into regional development banks) would 
be a condition for the World Bank's 
US$300-million Financial Sector Loan. 

The bank's turnaround came last 
year: net income soared to Р1.7 billion, 
enabling it to repay P400 million of the national government's 
P2-billion capital infusion. The entire amount is scheduled to be 
phased out by the end of the year. Crucial to the bank's income 
surge last year was the P1.4-billion sale of its shares in Philippine 
Commercial International Bank to the Lopez-Gokongwei group, 
which cleverly utilised the government's debt- ity swap 
scheme to enable them to have an actual cash-out of only 60% of 
the acquisition cost. 

The bank for two years has assumed normal banking ac- 
tivities, with practically all of its loan approvals being new loans 
rather than restructured ones. With an aggressive marketing 
campaign (that has made it one of the largest spenders in the ad- 
vertising market), it has expanded lending to P6.4 billion and its 
peso deposits to P1.7 billion at end-March. Its net worth at 30 
June amounted to P5.6 billion, consisting of the national govern- 
ment's P2.5 billion so-called beginning equity (in March 1986), a 
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sional and very aggressive." 

Even the big clients have become so much more sophisticated, a 
bank president says. “They no longer have that bank loyalty they 
had before," he explains. “The multinationals, for instance, virtually 
call for bidding for their lending needs, and they will go to the bank 
which offers even only a marginal decrease in interest charges." 

A major reason for the banks' strength definitely has been Cen- 
tral Bank governor Jose B. Fernandez’ virtual clampdown on weak 
or mismanaged banks, which one of his former colleagues in the in- 
dustry says was possible since, as a former private banker heading 
the huge Far East Bank and Trust Co., "he knew exactly where the 
shenanigans were." Known during his banking career as one of the 
best managers of foreign exchange operations, Fernandez also has 
been able to outwit some banks' efforts to speculate in dollars. 

Fernandez' asset — his insight into the banking industry ac- 


surplus since mid-1986 of P2.6 billion, and income for the first 
semester this year of P511 million. 

For years a bloated organisation, the DBP has managed, with 
an attractive early retirement scheme, to slash staff from 3,500 in 
1986 to 1,980 at end-1988. The World Bank feels that it is still 
bloated, and has imposed, as another condition for its loans, the 
retrenchment of 250 more employees by the first quarter of 1990. 

Changes in the DBP/s strategic plans have been significant. 
The Aquino government's ist elements had wanted the DBP 
in 1986 to specialise in lending to small- and medium-scale indus- 
tries, from which commercial banks have largely shied away. 

However, while a new lending window with a P600 million 
fund for the financing of projects with "very significant socio-eco- 
nomic conditions" was set up last year, Aquino's more banking- 
oriented officials have succeeded in setting a new direction for 
the DBP: wholesale banking and capital markets development. 
The shift in strategic focus is actually part of the World Bank- 
funded restructuring programme for the country's financial sys- 
tem. 

Under this programme, DBP would reduce its retail lending so 
that by end-1994, 69% of its outstanding 
portfolio would consist of wholesale op- 
erations. Before the release of the World 
Bank's second US$150 million tranche 
next year, DBP is required to increase the 
share of wholesale lending to its total 
loan portfolio from its current 0% to 34%. 
One push towards this function has been 
through the designation of the bank as 
the main conduit for official foreign bor- 
rowings, the proceeds of which will be 
used by the private sector. Responsibility 
and administration of two industrial cre- 

dit programmes — the Apex loan pro- 
gramme and the Industrial Guarantee and Loan Fund — have 
also been transferred to the DBP. 

The new DBP thrust will get off the ground next month with a 
US$65 million Industrial Investment Credit Programme funded 
by a World Bank loan. "The programme is intended to both 
launch our wholesale banking thrust and encourage term lend- 
ing," DBP's Vinuya explains. The loan calls for lend- 
ing the peso equivalent to accredited banks which in turn will on- 
lend it to industrial borrowers at maturities of two to as long as 15 
years. 

The DBP is humming with training programmes, funded 
the World Bank and other multilateral institutions, to equip ei 
staff to develop new capital market instruments. DBP officials are 
excited for instance that they could develop debt-instruments to 
finance Cebu City's increasing budgetary requirements. 
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: quired during his professional career — is one of his major liabilities. 
_ Several bankers remain suspicious of him because of his former links 
with Far East Bank and Trust Co. The suspicion has zeroed in on 
-what is now one of the crucial areas of bank competition: the open- 
- ing of new branches in Metro Manila. Far East Bank has opened the 
most branches since Fernandez became head of the central bank — 
- basically due to the acquisition by Far East Bank of Family Savings 
. Bank in 1987. 
© Several bankers now claim that Fernandez has "without explana- 
tion" sat on many applications to open new branches, even as the 
Central Bank has officially lifted restrictions on new branch opening. 
2 A banker sympathetic to Fernandez explains that he is simply be- 
coming a good merchant. "With the Central Bank's deficits, he 
-wants it to earn from the opening of new branches. What he wants 
vis for banks to instead purchase the branches of the banks which 
` were closed,” he explains. 
= The Central Bank, with a US$300 million loan from the World 
< Bank, now intends to carry through the crisis-initiated strengthen- 
ing of the commercial banking system. The roughly two-year “Fi- 
г nancial Sector Adjustment Programme" which started in May in- 
tends to tie up loose ends in the industry's structure. Clearly de- 
`` signed to prevent a relapse into bank mismanagement and owners’ 





| 2 Outgoing Asian D Development Bank (ADB) president Masao 
. . Fujioka, apparently. as his swansong in the organisation, has 
E DE up the bank's moves to expand what the ADB terms its 


. "catalytic role" in private-sector financing. The accelerated pro- 
i gramme clearly has been in reaction to criticisms from the US that 
<- the ADB has not been doing enough to foster private-sector 
.. growth. The so-called January 1989 Panel Report by a group of 
-. non-ADB experts headed by prominent Japanese businessman 
^: Saburo Okita had also strongly recommended that the bank 
` “take a much more active role in promoting the private-sector in 
< its developing-country members." - 


.. Although unlike the World Bank, the ADB's charter does not . 

Я irect lending to and equity investments in privateenter- — 
. prises, the ADB started expanding its private-sector operations 

` only in 1987. Gross loan and equity approvals more than doubled : . 

^ from US$19.6 million in 1986 to US$48.1 million in 1987, and : 

. nearly doubled again to US$94.7 million last year. Total ADB loans . 
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^ and equity investments now amount to US$181.3 million. 


cording to the ADB, it has already approved equity атаи | 


and loans this year amounting to US$17.1 million, while applica- 


tions for ADB funds for private-sector projects total 055693 mil- risks w 
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abuses, the programme к to strengthen the central bank's reg- 
ulatory powers, to the point, for instance, of even amending the 
bank secrecy law to allow supervisors to check a bank's accounts to 
prevent insider abuses. 

Central to the programme apparently is the World Bank's view 
that the banks' high margins indicate a lack of effective competition. 
"The stronger banks earn a high margin by pricing their products 
and services with reference to the cost structure of the less efficient 
banks, rather than attempt to gain market share by lowering prices 
and driving weaker banks out of business," the body concluded. 

The game plan therefore, as Central Bank circular No. 1197 is- 
sued on April 24 this year formulated it, is "the elimination of weak 


. banks with high operating costs and the development of larger and 


stronger commercial banks." 

The push towards consolidation is also intended to encourage 
banks to fill the glaring gap in Manila's financial system: banks' gen- 
eral inability to provide long-term credit. Bankers, however, point 
out that the practice of rolling over short-term credit in effect fulfils 
that need. PCIB's Buenaventura points out, though, that term lend- 
ing will be a function of overall long-term economic stability, since 
that would ensure the banks have a reliable deposit base to back up 
their term lending. п 





“Second d anim more шардан; Fujioka His: aken seriously 
nmendation of the Panel Report for the establishment of 
's International Finance Corp. 
(IFC) and the failed Private Investment Co. for Asia (PICA). De- 
spite disagreements, especially from ADB's European members 












equity investment for the establishment of the Asian Finance anc 
Investment Corp. (АНС), a regional institution which would pro- | 
vide, aside from loans and equity, investment and merchant 
banking services to private enterprises in its DMCs. | E 

With an authorised capital of US$200. mi illion, АРС 5 initial 
paid-up capital of US$135 million would be held 25.9% by th 
bank, 44.4% by regional institutions (among them the. ank o 
Tokyo, Daiwa Securities, Mitsui Bank, Korea Exchange Bank, 
and China Trust Co.), and 29.6% by non-regional financial in- 
stitutions (among them Algemene Bank Nederland, Banque In- 
dosuez, Banque National de Paris and Dresdner Bank). The AFIC 
will be incorporated as a merchant bank i in T but will 
have its operational headquarters in Manila. 

The: main ji oe for the AFIC is hat at wi 
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grow from L $$212 million in the fourth. year of operations. to 
US io by: the 10th year, with its loans and equity invest- 
ments | om US$50 million in the first year to US$1.5 billion _ 
inthe 1 ar. The АНС would also function to allow the ADBto — 
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In art, agribusiness 
and banking, 
you need vision and 
dedication, 
to reap the rewards. 


The Dutch artist Mondnaan spent 
more than 20 years refining a style of 
painting he called neo-plasticism. 
Similarly, Rabobank has moved 
carefully in building, defining and 
refining its own vision on banking. 
And as the Dutch economy and 
agribusiness grew, so did Rabobank, 
becoming the largest domestic bank. 
Today, with total assets of US$ 80 
billion, Rabobank is one of the top 
50 banks in the world with offices 
in major financial centres and 
ports around the globe. If you 
are looking for sound, expert advice 
on any aspect of agribusiness-, 
food-processing- or commodity- 
financing, call on Rabobank and 


find out how vision and dedication 


can pay off for you. 


U pdating passbooks is one of the most time-consuming front office procedures 
in retail banking. > So the Hongkong and Shanghai Banking Corporation decided to 
provide their customers with the means to "do it themselves" in a matter of seconds. 

In the course of 1989, hundreds of "customer-friendly" self-service passbook 
terminals, developed by Philips, will be installed in HongkongBank branches 
throughout Hong Kong. > It is part of a unique customer service programme that will 
eventually extend to all overseas branches where passbook savings accounts are 
offered. > The Bank also chose our background music, audio systems, business 


telephony and portable radio for its high-tech, high-rise headquarters in Hong Kong, 


YOU CAN BANK ON PHILIPS FOF 


BANCO DE CREDITO, LIMA - PERU. ARCHITECT: ARQUITECTONICA 
BERNARDO FORT-BRESCIA/LAURINDA SPEAR. PHOTO: TIMOTHY HURSLEY 
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USTOMER-FRIENDLY TECHNOLOGY. 
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and our cash dispensers апа ATM's for many of its branches. >> In South America 





too, customers and staff alike can bank on Philips technology. œ We designed all the 
general, decorative and special lighting for the magnificent headquarters of Banco de 
Credito in Lima, Peru. We also installed a conference system for the boardroom and 
a background music network, featuring "selective zone" paging and public address, 
throughout the entire building. >> You will find Philips customer-friendly technology 


used by leading banks, building societies and insurance companies the world over. В» 





PHILIPS. THE SURE SIGN OF EXPERTISE WORLD WIDER 


PHILIPS CORPORATE MARKETING COMMUNICATIONS, EINDHOVEN, THE NETHERLANDS 
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BANK DAGANG NEGARA 
(STATE COMMERCIAL BANK) 


HEAD OFFICE : Л. М.Н. Thamrin No. 5, Jakarta Phone : 321707 3800800, 
P.O. Box :338/JKT Jakarta 10002. 
Telex : 61628 BDNULN IA, 61649 BDNULN IA, 61621 BDNLN JKT, 61640 BDN FX IA. 


OVERSEAS OFFICES : 


NEW YORK ( AGENCY ) LOS ANGELES ( AGENCY ) STACO INTERNATIONAL FINANCE LTD 
45 Broadway Atrium 30 th floor 43457 Wilshire Boulevard 6/F Admiralty Centre Tower II 
New York, N.Y. 10006, Los Angeles, C.A. 90010 Queensway, Victoria 

USA USA Hong Kong 

Telex : 226698 BDN NYUR Telex : 3716724 BDN LA USAG Telex : 60322 BDN - HX 
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INDONESIA 





By Adam Schwarz in Jakarta 


f all the areas targeted for reform in Indonesia's sweeping de- 
О regulation drive, perhaps none has been tinkered with as 

much as the banking sector. But though the banks were the 
subject of the first deregulation package in 19! 
ceilings on lending rates, it was not until 1988 3 that the winds of com- 
petition began to blow in earnest. 

Two major deregulation packages in the last quarter of 1988 set in 
motion a process which, according to: reformers Radius Prawiro and 
Johannes Sumarlin, respectively the Economics Coordinating } 
ter and the Finance Minister, will transform a cod ddled, inefficient 
banking system into one capable of financing Indonesia’s ambitious 
development plans. 

Restrictive licensing procedures have been eliminated or cur- 
tailed, paving the way for new private banks as well as permitting 
foreign joint-venture banks. It is now much easier for banks to open 
new branches and, for the first time, existing wholly owned foreign 
banks are allowed to open branches outside Jakarta. 

Provided that 50% of loan portfolios are directed towards trade fi- 
nance, foriegn banks may open branches in Bandung, Semarang 
and Surabaya in Java, Denpasar in Bali, Medan in Sumatra and 
Ujungpandang in Sulawesi. The Hongkong and Shanghai Banking 
Corp. and the Bank of Tokyo in mid-June became the first foreign in- 
stitutions to take advantage of the new regulation, both opening 
shop in Surabaya, and others have since followed suit. 

Bank Indonesia (Bi,the central bank) is working hard to reshape 
its image. Under the stewardship of well-regarded Adrianus Mooy, 
BI has gained kudos from the banking sector for being more willing 
to listen to and accept feedback from the banks. In a radical depar- 
ture from past policy, BI has made it clear that insolvent banks can no 
longer count on it for an 11th-hour bailout. 

Legal lending limits on exposure to related companies, directors 
and employees, due to go into effect in 1990, should strengthen 
balance-sheets industry wide by forcing banks to diversify 
portfolios. The lending limits will help ensure that Indonesia’s large 
ousiness conglomerates pay market rates for funds and, simultane- 
ously, make available a wide spectrum of new customers to the 
smaller private banks. 

To support the national non-oil export drive, BI will become more 
generous in dispensing foreign-exchange licences. Only the state 
banks, foreign banks and a dozen private banks currently hold these 
icences. Bank Agung Asia, recently bought by the Astra Group, 
was the latest to join the club. What the central bank would really 
like to see is a more robust domestic money market where two-way 
rates are offered on a batch of international currencies and non-B! 
guaranteed forward exchange contracts are sold. Bankers say it will 
take two or three years for this market to develop. 

Although they are slowly losing dominance, Indonesia’s seven 
state banks still sit astride the country’s banking business. At the end 
of 1988, the state banks controlled three quarters of total banking sec- 
tor assets, earned two-thirds of banking profits and held more than 
50% of all outstanding credits. 

Part of this dominance stems from their role as "agents of deve- 
lopment” under which they channel subsidised credit from Bi to 
farmers, small businessmen and ene Secondly, the state 
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banks hold a near monopoly on funds from Indonesia's estimated _. 
222 state companies. Although the October 1988 deregulation pack- 
age freed state companies to place up to 50% of their deposits with. 
private or foreign banks, bankers say most of this money, surpris- 
ingly, has stayed put. p 
But despite their reputation as overstaffed, heavily bureaucratic . 
institutions, some of the state banks are clearly intent on adjusting to. 
the new, more competitive environment. Bank Negara Indonesia 
1946, the country's largest bank with end-1988 assets of Rps 15 tril- 


lion (US$8.42 billion), up from Rps 12 trillion in 1987, trimmed its P 


workforce from 12,000 to just over 7,000 and hired international con- 
sultants Booz-Allen & Hamilton to restructure bank management 
and upgrade back office technology. Bank Rakyat Indonesia, a rural 
credit institution, and Bank Expor-Impor, Indonesia's most profita- 
ble bank in 1988 with earnings of Rps 121 billion, also get high marks 
from analysts. 

With easier rules for entry and expansion, foreign banks are 
poised to play a bigger role in Indonesia. For 20 years up to October, 
only 10 wholly owned foreign banks and one foreign joint venture 


were licensed to operate in Jakarta. All that has changed. Any for- - i 


eign bank can now establish a joint-venture bank provided initial 
capital amounts to at least Rps 50 billion and the local partner owns ` 
at least 1576. 

Ten foreign financial institutions, eight of them Japanese, have 
had joint-venture applications approved by the Ministry of Finance 
(MoF) and several, including Sumitomo Bank (with Bank Niaga) and 
Fuji Bank (with Bank International Indonesia) have already opened 
for business. Japanese banks have been eager to enter the Indone- 
sian market to serve the hundreds of Japanese companies which 
have invested in Indonesia over the past two decades. 

Although Citibank, Chase Manhattan and American Express - 
were among the top four foreign banks in terms of assets in 1988 
(Rps 805 billion, Rps 322 billion and Rps 284 billion, respectively), US 
banks are not expected to expand as aggressively as their Japanese 
and European counterparts. US bankers say they are constrained by 
regulators and shareholders at home who, burned by loan defaults - 
elsewhere in the world, are wary of Indonesia's US$50 billion foreign 
debt. 


to the 1988 reforms. The 66 national banks in operation at 
end-1988 have been joined by two others — Bank Tiara Asia 

and Bank Risjad Salim International — 
bank licences are pending at the моє. 
Many of the better private banks are expanding rapidly and mov- - 
ing heavily into retail banking and consumer finance, areas that the 


T he national private banks have responded most aggressively 


and 28 other applications for- 


foreign banks (with the exception of Citibank) and the new foreign 


joint-venture banks are expected to leave largely alone. Bank Central 
Asia, the largest private bank with 1988 assets of Rps 2.3 trillion and 
profits of Rps 24.6 billion, will open 80 branches throughout the ar- 
chipelago in 1989. 

The private banks have also been the most successful in mobilis- 
ing new funds domestically, a key objective of the government's de- 
regulation programme. A new savings deposit scheme set up by 
Bank Central Asia and Lippo Bank gives depositors a lottery ticket 
for each Rps 10,000 deposited and boasts total prizes of Rps 2 billion 
annually. The savings plan, which began on 1 May, had collected 
more than Rps 260 billion by the beginning of August. In response, 
19 other private banks have banded together to offer a separate lot- 
tery deposit scheme. 

The competition in attracting new deposits has worked to the 
benefit of other categories of banks. In the first seven months of 
1989, outstanding time deposits in state banks and foreign banks 
rose 16.7% and 16.2% respectively. Analysts say that in addition to 
small depositors transferring funds from under mattresses into 
bank accounts, the growing confidence in Indonesia's economic - 
revival, diminishing devaluation fears and deposit rates of 15-17% 
are encouraging wealthy Indonesians to repatriate funds held | 
offshore. " 
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The bank that puts the 
Arab world at your fingertips 


When you're doing business with the Arab 


world, it's only sensible to use a bank that speaks the 
language, knows the markets and understands the 


business environment. 

And when it comes to experience 
and contacts in the region, nobody has 
more to offer you than Gulf International 
Bank. 


Founded specifically to develop trade, 


GB 


VE 


tries GIB offers the highest professional standards 
in merchant and wholesale commercial banking ser- 
vices, including trade finance, foreign exchange and 


investment advice. 

And with its offices in London, New York, 
Singapore, Tokyo and Frankfurt - and bank- 
ing connections worldwide - it is ideally 
placed to serve you wherever you are. 

For full information, contact your nearest 


industry and investment in the Arab coun- GulfintemationalBankasc office. 


GIB OFFICES: HEAD OFFICE: PO. BOX 1017, МАМАМА, BAHRAIN TEL (0973) 534000 TELEX: 8802 DOWALI BN 
LONDON: 2-6, CANNON STREET, LONDON TEL: (044) 1 248 6411 TELEX: 8812889 GIBANK С MEW YORK: 499, PARK AVENUE, NEW YORK TEL: (01) 212 303 3060 TELEX: 424027 GIBANK NY 
SINGAPORE: SHELL TOWER, 50 RAFFLES PLACE, SINGAPORE TEL: (065) 224 8771 TELEX: 28227 GIBSIN RS TOKYO: 1-1, MINAMI AOYAMA 1-CHOME, MINATO-KU, TOKYO TEL: (081) 3 423 4096 TELEX: 2425596 GIBTYO 
FRANKFURT: TRITON HAUS, 42 BOCKENHEIMER LANDSTRASSE, FRANKFURT/MAIN TEL: (049) 69 720363 TELEX: 4185504 GIBG 
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Laughing all 
the way 


to tie bank 


By Jonathan Friediand in Sydney 
Е: Australia s banks, 1988 was a year in which the big 









got bigger and the rest faced continuing fallout from the 
sweeping deregulation of the financial system four years be- 


The country's top four banks, which together command almost 
74% of total banking assets, turned in a stunning performance for 
1988 and the first half of 1989, marking record profits in an atmo- 
sphere of strong asset growth. While the remainder of 1989 and 1990 
are not likely to be as kind, owing to an expected economic down- 
turn, analysts say that big bank profitability can be maintained if 
operating costs are pared further. 

Times have not been quite as good for Australia's five largest 
state banks or for the panoply of merchant banks which have 
crowded the market since the Labor Party government of Prime 
Minister Bob Hawke freed the financial system in 1983-84. While 
many tallied strong profits, they continued to lose market share to 
giants ANZ Bank, Commonwealth Bank of Australia, Westpac 
Banking Corp. and National Australia Bank (NAB). 

At the same time, the sometimes cavalier lending practices of 
these second tier institutions have left them vulnerable to the failure 
of highly geared corporations, particularly 
those in the property sector. Foreign banks, 
which came to Australia in droves post-de- 
regulation, also turned in a weak perform- 
ance relative to the big banks and are carry- 
ing the weight of exposure to such tottering 


major vulnerabilities. They have strong capital and they can reduce 
their costs more; there is a real margin of fat that they can run 
down." 

According to a recent report by KPMG Peat Marwick Hunger- 
fords, Australian and foreign commercial banks turned in an 
average 46.1% increase in consolidated profits in 1988. With interest 
margins rising throughout the year, net interest income to average 
total assets climbed to 3.31%, as compared to 2.92% in 1987. This 
was an especially good return in light of strong asset growth of 
19.8%. 

Of the big four, the biggest was also the best performer. The 
A$101 billion (US$76.8 billion) assets Westpac came in fifth in KPMG's 
1988 overall bank performance rankings and also led the pack in 
asset growth. The lender's first half 1989 net earnings, while marred 
by A$125 million in losses totted up by its Australian and New Zea- 
land merchant bank subsidiaries, was still A$377 million. 

Bad debts are likely to prove increasingly problematic for A$81 
billion assets ANZ Bank in 1989, though certainly will not 
show up as a reversal in still vigorous profit growth. After netting 
A$505 million in profits in 1988, putting it in 15th place on KPMC's 
performance chart, ANZ turned in a strong A$368 million first half re- 
sult. 

The Melbourne-based lender remains the most exposed of Aus- 
tralia’s big banks to Third World risk and lent heavily to George 
Herscu's holding company Hershfeld. The main arm of Herscu's 

development empire, Hooker Corp., was forced into liqui- 
dation by its creditors in July 1989 with A$1.8 billion in debts. Bank- 
ers, ANZ included, are holding their breath on this one. 

Least vulnerable to bad debts of the big four are NAB and Com- 
monwealth. The A$70 billion assets NAB cleaned out most of its 
doubtfuls in 1988 and still managed a strong, A$531 million profit. It 
looks set to increase that by two-thirds by end 1989 on the back of a 
A$408 million first half result. Government-owned A$48 billion as- 
sets Commonwealth, the subject of long-standing privatisation 
rumours, also did well last year. But despite a steady improvement 


Credit Capital 
quality adequacy 


Profitability 
measur es [7 


Efficiency 
measures 





Overall Increase Return on Return оп  Writeoffs/ Capital Net int/av. Op. exp /av. 
rank inprofits' total assets' netassets' loans? 


ratio’ total assets’ total assets’ Productivity’ 


and internationally renowned corporate Citibank 1 2 3 7 20 8 7 12 3 
high fliers as Alan Bond. ARDB 2 25 11 5 1 6 24 1 1 
Collectively, however, 1988 and the first 8200008000 1 Ж : SUA ES TEM MERI. = ү 
half of 1989 were an excellent period for well Westpac 5 7 8 4 22 16 B 16 8 
managed banks, both domestic and for- Bankers Trust 6 19 1 1 + 23 20 30 10 
eign-owned. The Australian economy grew Deutsche Bank 7 3 21 22 4 1 26 5 23 
at a rapid clip. Demand for household IBY Australia ае 16 13 1 ? я 2 f е 
5 : National Australia 9 6 7 6 28 21 2 21 q 
mortgages and car loans remained high de- Mitsubishi 10 4 16 18 5. M 28 3 6 
spite interest rates that topped 18% in Au- Advance 11 8 12 13 )- 9 19 13 
gust 1989. Corporations were also on a bor- Lloyds NZA 12 23 6 12 26 14 19 8 5 
: : : Challenge 13 22 8 9 16 13 5 26 22 
we iem ағы debt to net equity oe Bank of Tokyo 4 20 19 19 8 ! 2 6 20 
mausimiai INGEX companies пеште mom ANZ 5 17 10 10 24 18 11 18 12 
94.1% in 1986 to 112.7% last year. State Bank Victoria 18 9 15 з 3 10 14 15 
There were other reasons for good cheer AIDC 17 21 5 27 22 29 4 4 
: : : Chase-AMP 18 1 24 23 14 11 22 9 27 
besides high m and ilte demand, Nat Mutual Royal 19 15 20 20 6 1 13 24 25 
according to ANZ Bank chief economist Australian 20 16 23 24 TER co 23 24 
Andrew Mohl. Banks gained strongly over State Bank NSW 21 12 18 17 19 17 18 11 16 
сма period rrom tax recuctions, Һе pointed А.НИ 
: : ura nes 
aut. Р d of een the tax savings, high Standard Chartered 24 26 22 21 8 718.2 13 26 
earnings and efficiency gains, institutions Bank of America 25 2 26 26 13. 4 27 17 29 
were able to considerably strengthen their Barclays 26 27 25 25 т 2 16 25 28 
capital base, bringing capital reserve ratios Natwest л 2 2? 27 B-- 27 17 27 30 
for Australian banks to the top of industrial Эла Bank SA ez AARET e АН А-А: 9 E 
raniin Savings Bank Tas = 3 na na 30 26 4 22 11 
country gs Tasmania = Gy па. па. 7 3 f 15 19 


"Australian banks are in good shape,” 
summed up Peter Jonson, deputy manag- 
ing director of James Capel Australia. "They 
can expand abroad. They do not have any 
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na = nol available ' Ranked in descending order — " Ranked in 


ascending order 
3 Capital adequacy not available. Ranking based on net assets, loan capital and subordinated loans as a percentage of total assets. Ratio 11.7% 


* Capital adequacy not applicable. Ranking based on net assets as a percentage of total assets. Ratio 8.1% Source: KPMG Peat Marwick Hungerlords 
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Introducing SWIFT on the Wang VS. It's a system you can bank on. 


SWIFT on the Wang VS is good news for 
members of international financial and bank- 
Ing service institutions. Designed to facilitate 
integration of your VS financial applications 
with the SWIFT system, and distribute that 
information through the SWIFT network to 
locations around the world. 

SWIFT on the Wang VS is unique because it 
combines the information processing strengths 
of the Wang VS with a comprehensive new 
standard of branch processors for your inter- 
national offices. So now you can integrate your 
communications systems, data processing, 
and office automation with SWIFT. 

SWIFT on the Wang VS is better than 
SWIFT from an ordinary supplier because it 
has been designed to meet the future needs 
of financial services and to accommodate 
the transition to SWIFT Il. 


Together with Wang's other solutions that 
help simplify everything from branch banking to 
international transactions, SWIFT on the Wang 
VS reflects Wang's commitment to the financial 
community. 

What's more, it's from the company that 
makes it work. Wang. 


SWIFT SEMINARS (including an update report on the 
annual SWIFT meeting in Stockholm — SIBOS '89) 


Hong Kong Oct 2 Singapore Oct 10 
Taipei Oct 3 Kuala Lumpur 

Tokyo Oct 5 (PanGlobal Sistemaju 
Seoul Oct 6 Sdn. Bhd.) Oct 11 


Please contact your local Wang office for reservations. 


WANG 
MAKES ITWORK. 








in margins, constraints on its ts capital m mean n that Commonwealth will 





see an continued erosion in market share. 

A decine in market share and, more important, profitability, 
afflicted the merchant banking sector last year. These institutions 
proliferated in the early 1980s as a contrivance to get around Austra- 
lia's then-strict bank definition laws. Now, overcrowding is catching 
up. 

In 1988, merchant banks saw a 3.276 decline in profitability after 
stellar 87.8% and 67.6% increases in 1987 and 1986 respectively. Of 
the 86 merchant banks operating in Australia, 28 suffered profit re- 
ductions and nine lost money. Return on total assets was led by the 
largest merchant bank, Elders Finance, by BT Australia and by two 
Japanese merchant banks, Nomura Australia and Nikko Securities. 

Flamboyant Perth-based Rothwells, which had boasted in adver- 
tisements that it was setting a new course for merchant bankers, did 
just that. It went bust on 3 November 1988 despite an A$380 million 
rescue package put together by an embarrassed Western Australian 
state government and some of the country's leading businessmen. 
Analysts expect more merchant bank red ink to flow over the next 
year as the bankruptcy of Hooker Corp. works its way through the 
system and other developers come a cropper in the face of high in- 
terest rates and slowing demand. 

Worries are also growing about the aggressive pace of expansion 
undertaken by the state banks since deregulation. Analysts say that 
the fast-growing State Bank of Victoria and the State Bank of South 
Australia are particularly vulnerable, having vigorously boosted 





Paying ihe 
price for 


the party 


By Colin James in Wellington 


¥ thas not been a good year for New Zealand banks. Some severe 
[= have characterised the awful hangover that followed a 
M. lending binge before the 1987 sharemarket crash. Next on the 
agenda: rationalisation of an overcrowded industry. 

Pockets, particularly those of shareholders, have been hurt. So 
has pride. NZI Corp. was once New Zealand's proudest — and only 
genuine — multinational. As New Zealand Insurance, it was one of 
the leading general insurers in east Asia. Then, prodded into entre- 
preneurial life in the mid-1980s, NZI went into banking and bought it- 
self a market share of the frenetic corporate raiding and property de- 
velopment activity. 

This year NZI Bank wrote off NZ$336.5 million (US$200.05 mil- 
lion) of those loans and made doubtful debt provision of NZ$336.5 
million for others. That dragged parent NZI Corp. to a NZ$320.5 
million loss for the year to 31 March 1989. Chairman Norman 
Johnston blamed the loss on euphoric expansion, when the bank, 
which grew out of a small merchant bank and finance company, 
"had yet to develop disciplines." Plans for a network of banks in all 
major financial centres melted: in July, NZi sold its 9296 stake in the 
Foreign Commerce Bank in Zurich. 

The General Accident Fire and Life Insurance Corp. of Scotland 
(GA), which in 1988 had bought a 51% holding through purchase of 
a 37.9% stake held by Brierley Investments Ltd (BIL) and a shares-for- 
assets swap with NZI, had little option but to take over the remaining 
shares — at 65 NZ cents a share compared with the NZ$2.45 it paid 
for the BIL stake. 
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their ранае ее over the past three years. Both institutions were 
hit by the fraud-related closure of the Victoria branch of the National 
Safety Council in early 1989. While profits are surging for now, said 
one commercial banker, “the state banks are sitting on a bit of atime — 
bomb. They expanded quickly without adequate staff or adequate . 
credit analysis.” E 

While Australia's 18 licensed foreign banks and 78 representative. 
offices of global lenders did considerably better than the merchant ` 
banks, posting an average profit increase of 34%, they too saw a re- 
duction in the growth of their market share. After swelling their base 
by 31% in 1987, assets under foreign trading bank management rose 
by only 12.2% in 1988, far less than the 20.6% tallied by the local 
banks. Citicorp, like elsewhere in the Asia Pacific region, was the 
clear leader among foreign lenders, doubling its profits and acheiv- 
ing the second-highest increase among all banks. The prize for best 
return on total assets went to Bankers Trust. 

While their credit analysis capability may be better than that of 
the state banks, the foreign banks may also be starting to feel the 
whiplash of fast expanding loan books. Hongkong and Shanghai 
Bank, with an estimated A$1.7 billion exposure to Alan Bond's em- 
pire, is nervously awaiting the outcome of the beer baron's restruc- -. 
turing exercise. A large number of foreign banks are closely watch- 
ing loans to property developers, to Christopher Skase's high flying : 
media conglomerate Qintex, and to John Fairfax and Sons, a major - 
newspaper company with what could very well be an unsustainable © 
debt-service level. п 


GA had already pumped NZ$100 million extra cash into мй апа . 
deferred debt of NZ$180 million owed by NZI in the swap of shares 
for GA's insurance business in New Zealand, Australia, Papua New 
Guinea and Singapore. 

Less well known was the quiet departure of National Westmins- 
ter Bank, one of Britain's biggest clearing banks, which had dabbled 
in the New Zealand corporate market. And Securities Commission 
chairman Colin Patterson noted in August that the Canadian Impe- 
rial Bank of Commerce also withdrew after losses. 

Other foreigners learned the hard way. The Italian International 
Bank of Britain pulled the plug on Commercial Securities and 
Richmond Smart Corp., two of the companies which crashed early 


-in 1989. Other foreign banks are now wary of lending to any but the 


biggest and most blue-chip New Zealand companies. 

À New Zealand Government penchant for installing statutory re- 
ceivers has not helped foreign nerves. When, for the third time (after 
Equiticorp, which crashed in early 1989, and Richmond Smart) a 
statutory manager was put into Chase Corp.'s property arm, banks 
complained that their contractual rights were being infringed since 
they could no longer sell property to realise Chase's debts but had to 
wait until the manager sold. 

The woes reached into the state sector, too. DFC New Zealand 
had a fine record as a state-backed venture-capital provider and 
lender of last resort to industry. In the 1970s and early 1980s, it 
pioneered a number of borrowing and lending devices. 

But it, too, got caught up in the pre-1987 boom. In fiscal 1988-89, 
it lost NZ$4.9 million (NZ$24 million before tax credits), with 
NZ$98.7 million of bad debt provisions and writeoffs, forcing staff 
cuts, particularly in foreign exchange trading. 

The National Provident Fund (another public enterprise granted 
autonomy from government control this year), which had bought 
80% of DFC in November 1988 (Salomon Brothers of New York 
bought the other 20%), had injected NZ$45 million new capital and 
by August was suing the government for incorrect valuation of as- 
sets at the time of the sale. In July, Moodys credit rating agency 
downrated DFC in three areas — the rating for commercial paper 
dropped from Prime-2 to Prime-3. 

But the daddy of them all was the Bank of New Zealand (BNZ) — 
the country's biggest bank, with a 40% market share. After a series of 
scandals, financial scrapes and government rescues in the 19th cen- 
tury, the BNZ was fully nationalised in 1947 by the first Labour gov- 
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ernment as an ideological act to influence the banking industry. In 
1987 the fourth Labour government, strapped for cash and unwill- 
ing to provide new capital to enable it to compete in the heady entre- 
preneurial environment, floated new shares to the public equivalent 
to around 13% of the enlarged capital. 

In 1988, the government set about privatising the bank totally, 
but it rejected bids by BIL in December 1988 and National Australia 
Bank (NAB) in February 1989 as too low. In retrospect, it should have 
taken the money and run. BIL's bid, according to the acting chairman 
at the time of the abortive bids, Rob Campbell, in an interview on 6 
June, was about NZ$1.45 a share — a bit more than NZ$1 billion for 
the government's then 87% shareholding. The same day the gov- 
ernment agreed to a capital reconstruction which gave merchant 
banker Fay Richwhite, through its subsidiary, Capital Markets, 
29.5% of BNZ. 

In February, as acting chairman, Campbell disclosed estimated 
bad and doubtful debts of around NZ$370 million for 1988-89, on top 
of an NZ$206-million provision in 1987-88. Campbell reckoned there 
would still be a profit in the year to March. But board members Frank 
Pearson and Susan Lojkine had privately told a government minis- 
ter things were worse. Pearson, a respected life insurance funds 
manager, and Lojkine, an accountant who has since become Com- 
merce Commission chairman, were appointed in place of Sir Ron 
Brierley, BIL chairman, and Campbell. 

On 23 February, Pearson announced a new provision for bad 
and doubtful debts of NZ$480 million and a projected loss of NZ$160 
million. On 6 June, when the accounts had been finalised, Pearson 
announced a loss for 1988-89 of NZ$633 million (NZ$649 million in- 
cluding extraordinaries), with bad and doubtful debts of NZ$1.294 
billion on a book of around NZ516 billion. That loss was after tax cre- 
dits of NZ$312 million, to claim which BNZ will need to generate pro- 
fits of NZ$948 million over the next few years. 

Still strapped for cash, the government would not provide the 
NZ$600-million capital injection needed to meet the Basle interna- 
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JOINT COMMITTEE ON FOREIGN AFFAIRS, 
DEFENCE AND TRADE 


Asia-Pacific Regional 
Economic 
Co-operation 


The Joint Committee on Foreign Affairs, Defence and Trade 
has been requested to investigate and report on the above 
matter with particular reference to: 


‘The concept of Asia-Pacific regional economic co-operation 
and its application in a way that would best serve the 
interests of Australia and the region, including: 
objectives and goals; 
framework, form and level of co-operation, including the 
need for a formal regional arrangement; 
suitable support mechanisms; and 
(d) Australia’s part in any regional economic arrange- 
ment. 


The Committee invites written submissions from persons 
and organisations regarding this inquiry. Submissions are 
requested by Friday 13 October 1989 at the following 
address: 


The Secretary 

Joint Committee on Foreign Affairs, Defence 
and Trade 

Parliament House 

CANBERRA ACT 2600 


Further information is available on 
Phone No. (062) 77 2071. 
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tional capital-ratio standards now being applied. Instead, it did the 
deal with Fay Richwhite and made a seven-for-10 rights issue to 
minority shareholders. 

The rights issue was a 98.7% success on a rising market in Au- 
gust. At 70 NZ cents a share — against a market price of 78 NZ cents 
on 6 June and NZ$1.20 on 1 September — Fay Richwhite got a bar- 
gain. Analysts say the government acted hastily and ill-advisedly. 
There was no competitive tender, and the December bidders were 
not invited back in. 

BNZ now appears on a sound footing. The operating profit for 
1988-89 was NZ$348 million. In the 12 months to July, the staff was 
trimmed by 1,000, including a number of senior executives, to 8,000. 
A new chairman (Pearson having returned voluntarily to his fund- 
management job) and chief executive have been installed: Syd Pas- 
ley, a non-banking businessman who chaired New Zealand Steel at 
the time the government's 89% holding was sold to the now-col- 
lapsed Equiticorp Group and who refused to show up at the contract 
signing ceremony in protest, and Lindsay Pyne, fresh from the re- 
constructed PostBank, formerly the Post Office Savings Bank. 


ut one after-effect of the 1987 stockmarket crash lingers. BNZ in 

particular and banks in general have turned conservative. In 

the National Bank of New Zealand's monthly economic out- 
look in August, its economists candidly stated that "banks, being 
typically risk-averse, but even more so since the sharemarket crash, 
will tend to . . . target households, agriculture and small business as 
their primary lending markets," a disposition likely to "dissipate 
only gradually over the next decade." 

"Consequently," the economists said, "the requisite massive and 
speedy injection of new capital into the right industries" — those 
capable of generating high productivity and growth — "is unlikely 
to be sourced domestically .” 

Venture capital, the National Bank economists said, has almost 
dried up. Private investors have become similarly cautious. The focus 
has turned to margins. Reserve Bank statistics show that the margin 
between the average cost of funds and average lending rates was 
3.53% in the June quarter. Roughly half banks’ funding is at call and 
some 75% at 30 days or less, causing big fluctuations in the margin. 

After a weird dance in early July, when the National Bank drop- 
ped its lending rates only to raise them again when no other bank 
followed suit and the Reserve Bank tightened cash controls, Finance 
Minister David Caygill did succeed in pushing long-term rates down 
in August by deciding that proceeds from state asset sales would be 
used to reduce internal debt, thereby worsening a bonds drought. 

In early September, five-year government stock was around 
11.8%, around 1.5% down on the rate in mid-July. But 90-day bank 
bills were around 13.3%. House mortgages had fallen around half a 
percentage point to just below 15% and the base commercial lending 
rate to around 15.576. 

Some banks have much bigger worries. There are now 20 regis- 
tered banks in one of the least regulated banking industries in the 
world. Applicants have only to satisfy the Reserve Bank they have a 
minimum capital base which also meets Basle international capital- 
ratio rules, a good business record and/or experience in banking. 
Once in, they are subject only to the Reserve Bank's still untested 
prudential surveillance procedures. The number of new banks con- 
tinues to grow. 

Many of those, including the only Asian entrant, the Hongkong 
and Shanghai Banking Corp., have stuck to merchant or investment 
banking (as will DFC when it becomes a full bank later this year). But 
even now some are going into retail banking: the most recent licen- 
see, National Mutual Bank (a subsidiary of the insurance company, 
National Mutual Corp.), plans 40 branches. United Building Society, 
a retail deposit taker and mortgage lender, is seeking a full licence. 

In an overbanked nation, rationalisation is inevitable. PostBank 
was absorbed by the ANZ bank in a state asset sale late in 1988 and 
the Auckland Savings Bank (AsB) by the Commonwealth Bank of 
Australia early this year. Rural Bank, which was previously a conces- 
sional mortgage lender to farmers, but which is now run on 
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€ Mitsui was the first Japanese bank to tailor its international organization to: 
correspond precisely with the realities of today’ s international markets. 

€ Mitsui decision- -making i is done at local level, with ultimate authority placed 
firmly in regional headquarters. "ES ~ 
e Mitsui can therefore assure customers of the 
fastest reaction to opportunity. EA 

e For the full: range of services in international 


banking, securities business, merchant banking 
and consulting, contact Mitsui - first and fast. 


FIRST & FAST 


Mitsui is best organized to respond fastest to customer demands in 

















the era of global business and finance. 





С MITSUI BANK 


Asia and Oceania Division Headquarters, 

Head Office: 1-2, Yurakucho |-chome, Chiyoda-ku, 
Tokyo 100, Japan — Tel: (03) 501-1111 

Telex: J22378, 122559, 122643, J22644 


America Division Headquarters: 277 Park Avenue, 

New York, N.Y. 10172-0121, U.S.A. Tel: (212) 644-3131 
Telex: WU 125435, RCA 232962, IT T 420637 

Europe Division Headquarters: Ground and First Floor, 
6. Broadgate, London EC2M 2RQ. United Kingdom 

Tel: (00) 638-313]. Telefax: (01)638-1261 








commercial lines, was sold to Fletcher Challenge in August. 

Current speculation suggests that Trustbank (a consortium of 
regional trustee savings banks), Countrywide (a building society 
which has teamed up with the Royal Bank of Scotland and turned in 
a solid 1576 increase in after-tax profit to NZ$17.5 million in the year 
to 30 June) and United will end up in others’ stables. — — 

Even then, New Zealand, with a population of 3.4 million, would 
have six major retail banks: the BNZ, ANZ, Westpac, National Bank (a 
subsidiary of Lloyds), NAB (linked with Tower Corp., formerly Gov- 
ernment Life Insurance) and the Commonwealth Bank. 

Of these, all but BNZ and the National are Australian-owned. The 
ANZ and Westpac have been in New Zealand from early colonial 





SINGAPORE 


Happy times 
are here 





By Christopher Marchand 


ith the Singapore economy growing 11% in 1988, its first 
W double-digit rise since 1973, the operating environment for 

banks is showing a healthy upswing. Loan demand is 
climbing, stockmarket trading has surged — boosting the profit of 
bank-owned stockbroking units — while diversified fee-based busi- 
ness is yielding more profit. 

Bank loans and advances — including bills financing — rose 17% 
to 5$44.8 billion (US$22.7 billion) in the year to 31 May 1989. Total as- 
sets jumped 22.8% to $$106.1 billion. The finance companies’ total 
assets grew 13% to S$8.7 billion, while loans and advances rose 18% 
to 5$6.5 billion. 

The big four banks' net profit for the half-year to 30June 1989 rose 
29% to 5$368.4 million. Analysts expect net profit for 1989 as a whole 
to rise some 20-25%, topping S$720 million. Net profit grew by 28% 
in 1988 to 5$590 million. Total loans are expected to expand by 15%, 
a figure that could prove conservative. 

But ever more competition is placing pressure on margins. In 
particular, Development Bank of Singapore (DBS) has adopted a mark- 


edly more aggressive profile. The banks have sought to grow new | 


product lines in consumer lending and to pursue more profit-orien- 
tated managerial strategies. Offshore growth and a focus on fee- 
based income is also being emphasised. To finance this growth, the 
banks are coming to the market to raise funds. 

Margin pressure became strongly evident when bss held its 
prime rate at 5.2576 for most of last year. This was 0.25-0.5% below 
that of its rivals, and was an effort to win lending market share. The 
strategy seems to have worked, as DBS’ loan growth outpaced the 
banking average in 1988. But DBS' margins were hurt, and profit 
growth last year relied heavily on write-backs of earlier provisions to 
move ahead. 

In April, 085 tried to attract more deposits by raising its savings 
rates. But the rival banks moved swiftly this time to match or even 
surpass DBS' savings rate increases. So DBS resorted to offering gifts 
to attract fixed deposits of one year or longer. Of course, the effect of 
competition is mitigated by buoyant demand, but pressure is grow- 
ing for a merger of the more weakly capitalised finance houses, 
which compete with banks in mortgage and asset-based lending like 
car loans. 

The finance houses are now subject to lending constraints — 
notably a ban on extending 100% financing on loans to individuals 
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days. The entry by NAB, which analysts still expect will eventually 
link with BNZ, and the Commonwealth reflect the growing recogni- 
tion that a single market in goods and all but a tiny handful of ser- 
vices will be in force between the two countries next year. 
Australia, while it has expanded the number of banking licences, 


still keeps a ceiling at the government's discretion, and it is easier for 


Australian banks to enter New Zealand than vice-versa. 
But integration of the banking systems seems inevitable in the 


longer term. While Prime Minister Geoffrey Palmer's musings that 


there may be a common currency by the year 2000 do not have wide 
endorsement, the increasingly free flow of goods, capital and labour 
across the Tasman Sea implies greater integration. ш 


— that inhibit their ability to compete with the banks. But the Mone- 
tary Authority of Singapore, which regulates the banking sector, has 
indicated that it would like to see the weaker finance houses placed 
on a stronger capitalised footing before all barriers come down. 

Competition between the banks and finance houses has become 
especially intense in mortgage-lending. DBs has fired the latest salvo 
by lowering the limit on financing owner-occupied leasehold prop- 
erties from a lease with a minimum 75 years to 50 years. 

Now the fightis moving into broad consumer-based lending, while 
there is talk of Sunday banking hours. Credit card marketing was a 
strong feature of last year. DBS 12 broke new ground by offering loans 
to overseas students, and cutting interest rates on personal and travel 
loans. Automatic cash dispensing systems are being upgraded. 
| International growth is looming larger in the banks’ strategies. 
Oversea-Chinese Banking Corp. (OCBC) is opening representative 
offices in Canada, Los Angeles and Indonesia, and launched a bid 
this year to acquire the outstanding equity in its Australian sub- 
sidiary, (BOS). 

United Overseas Bank (UOB) became the first Singapore bank to 
receive consent to start a joint venture in Indonesia. Its partner has 
not yet been identified, but UOB is likely to take an 85% equity stake 
costing some S$50 million. A large portion of UOB's current $$168 
million 1:2 rights issue of loan stock with warrants will go to fund the 
joint venture. UOB also wants to expand in Taiwan and Thailand. 

DBS has opened a representative office in Jakarta, and launched a 
US$45 million two-year medium-term certificate of deposit (CD) 
issue in the US to fund its expansion there. Earlier this year, DBS re- 
dressed a gap in China — it was the only one of the big four banks 
not to have a presence in China — when it took a 5% stake in a joint- 
venture bank in Xiamen. Now it talks of expansion in Thailand and 
India. Overseas Union Bank (OUB), the smallest of the big four 
banks, has expanded in Indonesia and hopes to get licences to oper- 
ate in Thailand and Taiwan. 

Fee-based income is another area of close attention, as securities 
trading is viewed as a sunrise business. The Singapore stock ex- 
change's new automated trading system has led to a quantum rise in. 
trading volumes, while new products in index futures and options 
trading have still to be launched. 

Other activity is being diversified to include factoring, equipment 
leasing and hire purchase. Loan syndication is also being expanded. 
Longer-term planning centres. on using Singapore as a location for 
developing specialised project-lending skills. Singapore might also 
become an administrative centre for pooling bank services in areas 
such as credit cards. 

In traditional foreign currency trading, DBS has doubled the size 
of its treasury rooms this year. Hours were lengthened to cover the 
New York market, while trading was started in international sec- 
urities, notably those from the US. As companies switch to securitis- 
ing debt, DBS has also stepped up capital markets activity, and has in- - 
creased its profile in venture capital. | 

The UOB has opened a merchant banking joint venture in Hong- 
kong, has gone into venture capital in Taiwan, and strengthened its 
foreign currency trading team to run operations in London and Aus- 
tralia. The merchant banking team has been strengthened with a 
view to providing complementary services to UOB's existing client 
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base, and to tap cross-border capital flows. OCBC has expanded into 
Hongkong stockbroking, and OUB has targeted fund management 
and stockbroking as growth areas. 

Fund-raising has also been a feature, relying on some innovatory 
techniques. OCBC raised a US$100 million note issuance facility for 
the Bos (Australia). At the start of the year, OCBC also held a S$200 
million negotiable CD issue with warrants. The interest coupon of 
1.25% was remarkably finely pitched, while the overall package 
aroused market criticism for a lack of generosity towards sharehold- 
ers. 

The warrants' popularity, however, ensured the issue's success. 
ocsc, though, is not liked in the stockmarket, with earnings below 
forecast. Yong Pung How resigned as chairman last month to join 
the judiciary, and there is hope that new chairman Teo Cheng Guan 
will invigorate management. The bank recently modernised its logo 
as part of a marketing drive. 

OCBC's vast property and stockholdings contain much hidden 
value, and the market anticipates that OCBC will eventually join the 
other major banks in floating its non-property interests. Should 
management show signs of improving, the share price could soar. 

By contrast, UOP's loan stock issue with the de rigueur warrants 
was much more attractively priced for shareholders. UOB is strong in 
trade finance, but the bank is undergoing an intensive managerial 
re-evaluation to identify areas where it has a competitive advantage. 

OUB's non-banking interests, notably the Marina Mandarin Hotel 
and Overseas Union Trust, have seen profit hurt. The Marina Man- 
darin continues in loss, while the trust was set back by the absence of 
last year's one-off profit gains. OUB has grabbed new executive talent 
held in high regard, and has raised S$100 million in a negotiable CD 
with warrants issue. However, the balance sheet is weaker than its 
rivals and capital ratios will need strengthening. But under chief 
executive officer Fock Siew Wah, the market entertains high hopes 
that OUB will flourish. E 





THIRD WORLD 


Discovering that 
there's no 


place like home 


By Anthony Rowley in New York 
С ommercial banks in the US are retreating slowly but surely 





from the unfriendly shores of Third World lending to the 

more familiar pastures of home. No amount of rhetoric about 
the banks' continuing commitment to less-developed countries 
(LDCS) can disguise this fact, which has implications for Asia among 
other regions. 

In countries like the Philippines, where the US has major 
strategic interests, just as in Mexico with which it shares a border, US 
commercial banks have been under heavy political pressure to main- 
tain their presence. Now they see a way of cutting back in both coun- 
tries, albeit at an initial cost. 

The plan formulated earlier this year by US Treasury Secretary 
Nicholas Brady for making World Bank and IMF funds available to re- 
lieve major creditor nations allows for a substantial reduction in their 
medium-term debt — by up to a third for the most heavily indebted 
countries. 

Commercial banks are the principal providers of such credits 
and, significantly, the first two countries to benefit were Mexico and 
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the ‚ Philippines. It seems 5 likely t ак ien both schemes are 
< finalised, banks will prefer to take their lumps at the outset by shar- 
... ing in debt reduction rather than putting up much by way of new 
|; money. 
_. World Bank sources estimated to the REVIEW that the US$25 bil- 
.. lion which the bank and the IMF will be allowed to apply to LDC debt 
.. reduction over the next three years will produce a total reduction of 
-< some US$70 billion in aggregate debt. This is because of the multi- 
` plier effect of buying back debt at below market value. 
7 Ithough total credits outstanding to developing countries as a 
A whole are over US$1 trillion, the exposure of commercial 
m banks within this total amounts to some US$300 billion, out of 
.. which US banks account for roughly US$100 billion. To the extent 
that official money backing the Brady plan puts LDCs ina better posi- 
^. tion to service their debt in future, the US banks stand to gain more 
~ than others if they scale back ure. 
-. Japanese banks, which account for roughly 25% of total LDC lend- 
|. ing and which have considerable exposure to Latin America, will 
` also be affected by Brady’s plan. But they are committed under а 


|. major capital-surplus recycling programme to ploughing more 


.. money into LDC loans. European banks also seem more commit 


| on the whole to preserving their LDC presence than do US banks. 


A senior source in one of the biggest New York-based institu- 


m tions commented to the REVIEW: "The only pressure we are under 


e [with regard to LDCs] is to save our own necks." This does not mean 


-> that the biggest of the big, such as Citicorp for instance, will pull out 
= of Third World lending, but speculation in New York is that others 
~~ such as Chemical Bank will ultimately want out. 

_. The Asian exposures of US banks are being reduced meanwhile 
—. by the fact that South Korea, where their exposure to the region is 


`. biggest, has been rapidly repaying loans on the back of its current- 
-. account surpluses. In Hongkong, where US banks as a whole have 
^. an estimated exposure of some US$20 billion — 10 times what they 
<2 have in China — a number of them are considering retrenchment. 


` The mood along Park Avenue in Manhattan, where various of 
= the major commercial banks have their headquarters, is one of re- 
`  trenchment in LDC exposure and of continuing to rebuild battered 
< balance-sheets on the basis of domestic business, so that Third 
—. World lending declines in relative as well as absolute terms. 

| Citicorp for example can point to the fact that only around 4076 of 


— itstotalassets are employed nowadays in international business and 


^ thatinternational operations contribute less than 5076 to net profits, 
1° compared with 60% or more several years ago. 


The Brady plan implies that banks will need to further write 
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down the value of their LDC exposure. Brady gives the banks the op- 


tion of exchanging loans for (US Treasury-backed) bonds worth less 
(two-thirds in Mexico's case) than the original loan, accepting lower 
interest on existing loans or advancing new money. — , 

To the extent that they go for debt reduction, this in turn will 
mean a need for the banks to raise more capital. That will not do their 
stockmarket ratings much good. Fortunately for the US banks, con- 
sumer banking in areas such as credit card business and private 
banking both at home and overseas continues to provide a needed 
boost to earnings and to help finance the hefty debt writedowns in 
the Third World. 

As the full dimensions of the Savings and Loan (thrift) crisis in 
the US have become apparent to official regulators — leading to the 
biggest US Government-funded bale out in history, costing some 
US$160 billion — so too have the opportunities which the collapse 
provides for commercial banks. 

Long prevented by the so-called Douglas Amendment from ex- 
panding across state lines, banks are now seizing the opportunity to 
buy troubled thrifts in order to secure a de-facto interstate banking 
capability. Thrifts are limited in their activities compared to commer- 
cial banks, but it is a foot in the door. 

Another emerging domestic market for US commercial banks is 
securities business. Although Congressional attempts to repeal the 
Glass-Steagal Act separating commercial from investment banking 
activity have stalled, the banks are getting into securities business via 
the backdoor of Federal Reserve Board approvals. 

J. P. Morgan led the way by securing approval in June to under- 
write corporate debt securities. Morgan utilised this freedom in July 
by co-sponsoring with Salomon Brothers the launch of a US$200 mil- 
lion issue by Thailand in the New York-centred Yankee bond mar- 
ket. Other US commercial banks are expected to secure similar free- 
doms before long. 

Yet another major growth area for US banks has been the swap 
market, which now totals more than US$1 trillion (approaching the 
value of outstanding Third World debt). Citicorp and Bankers Trust 
are the two biggest players in this market. 

As long as interest rates remain volatile (and if they do not, then 
exchange rates will) the swaps market looks set to continue growing. 
Some bankers worry, however, about the fact that itis a largely unre- 
gulated market and true ures are difficult to determine. 

There is also a great deal of dynamism left in the market for lever- 
aged buy-outs in the US, though banks expect growth in the 
number of such deals coming to market to decline from now on. 
Meanwhile some official regulators worry about the rise in corporate 
gearing which the recent wave of leveraged buy-outs has entailed. ti 
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LONG TERM SUPPORT FOR YOUR BUSINESS. 


The Long-Term Credit Bank of Japan offers 
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growth. Today we're one of the world's top 
20 wholesale banks. This is the reward for 
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through from start to finish; for making 
sure your plans are successfully realized. 
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The Long-Term Credit Bank of Japan, Limited 


Acquisitions, Leasing and Investment 
Advisory Services, as well as a full range 
of additional Banking Services. We also 
have over 60 offices worldwide, which 
means we can offer you both global and 
local support. 

So, if you want to see your business grow 
bigger and stronger, why not try LTCB? 


Head Office: 2-4, Otemachi 1-chome, Chiyoda-ku, Tokyo 100. Tel: 03-211-5111 Telex: 24308 
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SOUTH KOREA 1 


Women kidnapped and enslaved by prostitution rings 


Shanghaied for sex 








By Mark Clifford in Seoul 


t was about a year ago that Miss Shim 

fell off the narrow track of respectabil- 

ity in South Korea. Divorced, in her 

late 20s, she was alone in Seoul with no 
family to support her and little chance of re- 
marrying. 

Miss Shim, who does not want her full 
name used, found a job with the help of an 
employment agency, which advanced her 
some money. But as interest payments 
mounted and she made no progress in pay- 
ing back the debt, the agency told her they 
were selling her "contract" to a brothel. 
She would be barred from leaving, she was 
told, until she paid back the loan. Brothels 
typically charge women exorbitant sums for 
room and board, so there was little chance of 
ever working off the debt. When she went 
to the police, they said hers was 
a purely commercial dispute, 
and no business of theirs. 

Miss Shim was lucky enough 
to find a friend of her sister's 
who lent her the Won 600,000 
(US$900) she needed to break 
free. Since late 1988, most of 
South Korea has heard stories 
like Miss Shim's, as journalists 
and commentators have started 
to probe the underside of the 
country’s thriving sex trade. 
Tales like Miss Shim’s have come 
to be called human trafficking. 

This public discussion of 
South Korea’s sex industry, 
with increasing attention on its criminal and 
violent aspects, is a watershed in a place 
where the subjects of sex and violence are 
usually talked about in whispers, if at all. In 
recent months, public attention has been 
particularly drawn to stories of kidnappings 
of women who are then forced to work as 
prostitutes. Besides the emotional appeal of 
such stories, the fact that they are attracting 
attention may reflect the growing status and 
increased opportunities open to woman. As 
women’s role in society expands, the abuse 
of women, especially in the sex trade, be- 
comes less tolerable. 

Local newspapers and magazines per- 
haps have sensationalised the problem, tell- 
ing stories of college women who go to a 
disco with their friends never to return, of 
housewives plucked off the street and hus- 
tled into vans by criminal gangs who drug 
and rape them so that they will be too 
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scared and humiliated to attempt escape. 

Some of these stories may be apocryphal. 
But many are not. Since the Seoul YWCA set 
up a hotline to help find missing women in 
April, it has solved only two of the 200 cases 
reported to it. Women around the country 
say they are afraid to go out at night. Even in 
daylight, mothers wait by school gates to es- 
cort their daughters safely home. 

The most notorious of the places many 
women fear is the Miari section of Seoul, 
where hundreds — perhaps thousands — 
of women sit in traditional Korean dress in 
mock Korean houses open on the side to the 
stares of their passing customers — almost 
exclusively Korean men. No one knows 
how many women are forcibly kept as pros- 
titutes, and how many work voluntarily in 
Miari. But given the number and the geo- 
graphic diversity of reported kidnappings, a 





Sex for sale, the underside of South Korean society. 


conservative estimate suggests that several 
thousand women nationwide have been 
kidnapped. Further, South Korea's sex 
trade has grown dramatically over the past 
10 years — and it seemingly has become 
more brutal, with more cases of kidnap- 
pings, rapes and forced prostitution. 

Kim Yung Chung, South Korea's only 
woman cabinet member, complains that 
only about one-third of her colleagues in the 
cabinet take the issue of human trafficking 
seriously. Her explanation for the apparent 
upsurge in kidnappings? "There has been 
an increase in demand. Supply is short." 
The problem is not one of immorality, says 
Kim. It is one of violence. ^High school girls 
are taken off the street." 

Kim's suggestion that supply is short is 
echoed by others. One line of reasoning says 
that women are shying away from the "en- 
tertainment" jobs because there are more 
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employment opportunities open to them 
than there were 10, or even five years ago. 
The manufacturing sector has almost dou- 
bled in size, creating about 1.7 million jobs 
between 1980 to 1988, many of them for 
women. There is even a shortage of women 
workers in many manufacturing jobs. 

With the increase in jobs it is less likely 
that a young woman who needs a job will 
choose prostitution. Kidnapping women, 
then, has been a way to fill the ranks of a 
thinning workforce, especially since it is 
often followed by rape and other ritual 
humiliations which make it very difficult for 
women to think of escape. 

Chang Soo Ip, in an article in the dissi- 
dent magazine Do Hanna Muninva (Alterna- 
tive Culture), is one of the few people who 
has tried to quantify the scale of the coun- 
try's sex industry. He estimates that there 

are about 1 million women in 
А the "entertainment" industry, 
; most of them engaged in at 
least occasional sex for sale. 
& The approximately 200,000 
8 women who work in low-class 
& drinking houses are most likely 
* to be subject to abuse or forced 
labour. It is here that human 
trafficking, imprisonment, and 
a sense of shame which may be 
as important as physical vio- 
lence in preventing escape, are 
most likely to occur. 

There are varying theories 
as to why this violent sex indus- 
try exists. For many of the 

country’s older generation, the upsurge 
in visible prostitution, and the increased 
press coverage of human trafficking sym- 
bolise a broader sense of social disinte- 
gration. The sex industry, they say, reflects 
the defeat of the old ordered world by mod- 
ern values. 

A police official was quoted earlier this 
year as saying that the increased number of 
prostitutes meant that young women lacked 
morals. That neatly got the police depart- 
ment off the hook, but avoided the point. 

In fact, the brutality of the sex rings, 
which are controlled by the country's under- 
world, exist in large part because the police 
tolerate it. Kim Mi Kyung, a reporter for the 
independent newspaper Hankyore Shinmun 
who has written extensively on prostitution, 
notes that virtually every major brothel she 
visited was next to a police substation or sta- 
tion. A local press report last November 
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‘Kwangju who had escaped from a brothel 
гапа went to the west Kwangju police sta- 
tion. The police there not only refused to 
-help her, but warned the bar owner to keep 
„а better watch on his women. 

-'. Dissidents have adopted an explicitly po- 
-litical critique to explain the human traffick- 


` ing, and the upsurge in visible prostitution. 


y Nearly three decades of authoritarian 
militarised governments are to blame for a 


€ . loss of traditional Korean values and mis- 
|... directed state resources, they say. The police 
_ аге too busy breaking up demonstrations to 


|... protect young women. 

„` While that is hardly a sufficient explana- 
|»... tion, it is a partial one. During Chun's time, 
|". prostitution flourished. Even politically neu- 
баі Koreans — to the extent there is such a 





.quoted the case of a woman teacher in К 


group — are fond a citing C Chun’ 5 so-called 
“3S” policy — sex, screen and sport — 
which distracted people from politics. 

When former president Park was assassi- 
nated in 1979, there were only a handful of 
"Taiwan style" barber shops whose mas- 
seuses were more proficient than its barbers. 
Now a barber shop in a major city where the 
staff only cuts hair is a rarity. a 

A recent government survey found : that 
about one in 10 of the female “barbers” it 
checked had VD, a higher proportion than 
among registered prostitutes. There are, ac- 
cording to Chang Soo Ip, who has tried to 
quantify the sex industry in Korea, 80,000 
female barbershop employees in South 
Korea. Periodic government promises to 
crack down on barbershops offering "lewd 
services" are shrugged off. 
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By Sarah Leedy in Seoul 
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in Hea Young, Kim Won Mi and Choi 
Chong Yun are examples of South 
Korea's generation gap. They are 
: young, female and self-consciously different 
_ from their parents. 

_ Consider their views on sex. “Sex should 
_ only happen with love. Here, it only hap- 


= pens with marriage," says Jin, a 24-year-old 
=. graduate student in art, as she and her two 
- friends spend an evening at a popular Ban- 
-> baedong cafe. "It should be acceptable for 
< people who are in love to have sex, married 


` or not, and even that married couples that 
- aren'tinlove should not make love." 

s Jin and her friends are on one side of a 
- growing gap that exists between those who 


— сап remember the Korean War, and those 


who were born after it. In this rigid and 
- spartan society, young South Koreans are 
— struggling to break from the restrictions of 
traditional Korean values, the values that 
brought their parents from national devasta- 


— tion to over 30 years of relative peace and 


prosperity. 

South Korea’s 50- and 60-year-olds are 
referred to as "the sacrificing generation." 
Considering the destruction of post-war 
South Korea, and the huge size of the post- 
war generation (over 60% of the total popu- 
<> lationis under 30 years of age), it took a lot of 
^." work to bring the country to its present eco- 
=< nomic and political standing. But the 


=. younger generation grew up without fear of 
Starvation, with more and better education 
.. and with a blossoming economy. They have 
= different desires and expectations than their 





3 Generation gap grows between mothers and daughters 
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The battle of the generations begins in 
high. school. Thirty years ago, teenagers 
rarely rebelled against the strict rules and 
endless study sessions enforced by their 
families. Nowadays, girls rail against early 
curfews, and boys experiment with alcohol. 
They hang out in cafes and pool halls in Ap- 
kujong or Kangnam, and the most wealthy 
and adventurous go to discos. 

"The problem is the education system for 
university entrance," says Tung Hoon Lee, 
now an undergraduate in a Seoul univer- 
sity. “It requires total concentration in high 
school. On top of that, these days your par- 
ents want you to be a lawyer, but you might 
want to be a basketball player, or you are un- 
certain about your future. The pressure is 
unbearable." 

In South Korea the university experi- 
ence, as it does in most countries, allows 
many liberal ideas and values to grow and 
solidify, especially for young women. Most 
Korean females in their 20s have had some 
co-educational schooling, and have been ex- 
posed to ideas of gender equality. "Until a 
few years ago, there wasn't even a word in 
Korean for 'a friend who is male,' just for 
"boyfriend," says So Young Kang, a univer- 
sity student. "Now that has changed." 

Many young South Korean women are 
also entering traditionally male-dominated 

university majors, such as political science 
and law. Even the almost entirely male stu- 
dent movement is opening up. "Short girls 
make great demonstrators, as they're very 
tough and very hard to catch," says one 
male student. 

But the restrictions placed on school-age 
Koreans are only easing after a decade of 
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ne the violent sex rings ona 
politically repressive government у working 
with business groups to put economic 
growth ahead of virtue is no more convinc- 
ing than the conservatives’ lament about the dex 
passing of traditional values. There is, in _ 
fact, a disconcerting parallel betwen the two 
critiques, both of which hark back toa igold- 
en age of chastity. 

Too few commentators have dared look 
at why Korean men seek solace and plea- 
sure from prostitutes. One who has is 
Chang: he argues that South Korean men 
remain trapped in a state of adolescent sexu- 
ality which prevents them from fusing sex 
and love in a single partner. Sex is some- 
thing both furtive and casual, with little 
emotional content, for most Korean men, 
Chang says. B 








conflict. In the workforce, where the oldest 
members of Korea's post-war baby boom 
are just starting out, the battle for greater in- 
dividual autonomy and more liberal and 
non-discriminatory work practices have just 
begun. Faced with the conservatism of the 
chaebols (business group), many young 
people, especially women, are joining or 
creating small firms where they can enjoy 
greater freedom. 

Vision, a graphic design company lo- 
cated in a tiny office in Insadong, Seoul's 
main art district, is one example. It has a 15- 
member coed staff, and the women are de- 
signers, not tea servers. Everyone on the 
staff is in their mid- to late-20s. Working 
hours are flexible. 

“My parents met once before they were 
married, and now that I’m at the age when 
they want me to marry, they can't com- 
prehend my going out with women who are 
just my friends," says Ji Hong Jung, a Vision 
consultant. BE 

"I want to marry someone who works in 
my profession, who can understand my. 
job," adds Young Key Pak, a male staffer. “I - 
don't think my parents would. agree with 
my idea of the ideal woman for me." — 

These are significant breaks with an age- 
old Korean tradition of arranged marriages. 
" And everyone wants to spend more time 
with their children than their fathers could," 
says Pak. That sentiment could spell the end - 
of the six-day, 60-hour work week. Я 

But for women, it will take more than an 





"understanding husband to give them the. 


freedom to pursue careers. The pressure - 
parents and parents-in-law put on women 
to stay home with their grandchildren is 
enormous. For women who want careers, it i 
can sometimes be easier not to marry at all. . 
Despite young people' s bravado. and E . 
siderable successes in opening up Sout! 
rean society, the fact remains that rig! 
most of the power is still in t eh rik 
chaebols and mothers-in-law. V 
young South Koreans have on 
though, is time and their sheer: n 
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PAK IS TAN 


Bhutto inherits laws which restrict the rights of women 


Veils of tears 


By Farida Shaheed and Khawar Mumtaz 
in Lahore 


ast year, Benazir Bhutto, during her 
| campaign to become Pakistan's first 
woman primé minister, came to a vil- 
lage on the outskirts of Lahore. A poor 
woman from the village wondered: “When 
Bibi [Bhutto] wins, will she give her seat to 
her husband?" Nearly a year has passed 
since Bhutto became prime minister and she 
has not given the seat to her husband. But 
during her first year in office, Bhutto has 
been able to do very little to enhance the 
rights and status of Pakistani women. 
It is one of the paradoxes of Pakistan that 
a woman leader should emerge after a 
decade in which diminishing the rights of 
women — legally and socially — became a 
way for politicians, generals and mullahs to 
trumpet their Islamic credentials. Feminists 
and social activists point to Bhutto's victory 
as proof that former president Zia ul-Haq's 
brand of Islam was out of step with the 
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common view of religion and politics. 

Zia's Islamisation drive was propelled, at 
its heart, by a political agenda. It created a 
convergence of interests between the mili- 
tary rulers and religious conservative forces 
such as the Jamaat-e-Islami. The former 
needed political support for credibility; the 
latter saw the possibility of access to power, 
which had been denied them through 
democratic processes. 

The use of religion is not new to Pakis- 
tan's politics. Zia, without approval from 
voters, invoked religion when he created 
the Hudood Ordinances in 1979, the Law of 
Evidence in 1984 and the Enforcement of 
Shariah Ordinance in 1988. All of them limit 
the legal rights of women. 

The effect of Zia's regime on women was 
not limited to legislation but was accom- 
panied by a well-orchestrated campaign at 
the social level. Between 1977 and 1988, a 
generation matured in an environment 
militantly opposed to women's activities 
outside the chaddor (veil) or chardewari (the 
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four walls of the home). For 10 years, state- 
controlled media, particularly television, in- 
formed a 75% illiterate population that 
women who leave their homes are responsi- 
ble for society's degeneration, and unveiled 
women are simply immoral. Slowly, it be- 
came a questionable pursuit for women to 
run for office, to vote, to study in co-educa- 
tional universities, even to drive. 

Bhutto's very victory has been a potent 
antidote to the slow erosion of women's 
rights. But rev ersing the legal legacy left be- 
hind by Zia is a much harder task. For 
women, the two most significant are the 
Hudood Ordinances and the Law of Evi- 
dence. The Law of Evidence stipulates that 
in all matters pertaining to "financial and fu- 
ture obligations providing these are reduced 
to writing, the evidence of two men or one 
man and two women will be required." The 
law establishes the principle of one man 
being equal to two women. 

But it is the Hudood Ordinances, the first 
legislation introduced by Zia, that have had 
the most impact on women, especially the 
laws on zina (adultery) and rape. Zina, ac- 
cording to law, has been committed when 
two sane adults, not married to each other, 
have intercourse. The maximum punish- 
ment is stoning to death for married persons 
and 100 lashes for those not married. 

Both the zima and rape laws exclude 
women's evidence when it comes to impos- 
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ing the maximum punishment. 
By applying the same stand- 
ards of proof for rape as for zina, 
the law often provides protec- 
tion for rapists and ensures that 
even those found guilty will not 
receive the maximum punish- 
ment. But if a woman registers 
a case of rape that cannot be 
proved, her own testimony can 
be used to sentence her for zina. 
The fact that a woman is preg- 
nant has been taken as proof of 
guilt under the zina law. 

The most famous case illus- 
trating this was that of a near- 
blind servant girl, Safia Bibi. 
Bibi said she had been raped by her employ- 
ers — the local landlord and his son — but 
only registered a case after giving birth to a 
still-born child. Both men were acquitted for 
lack of evidence, while Bibi was sentenced 
to lashes, fines and imprisonment for zina 
on the basis of her admitting pregnancy. 
Only a militant campaign by women's 
organisations resulted in her case being 
taken to the Federal Shariah Court and her 
acquittal. 

The Hudood Ordinances also elevate the 
status of zina from a crime against an indi- 
vidual, to one against the state. Out of the 
4,500 women in prison in Pakistan, 8076 
have been sentenced under this law. 
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Women in Pakistan, behind from the start. 


All of these laws, though established by 
military rule, have been recognised by the 
legislature under the eighth amendment to 
the constitution, which was passed as part 
of the deal for the lifting of martial law in 
1985. The amendment validates all laws, or- 
ders and ordinances promulgated by Zia's 
military regime. Bhutto’s Pakistan People’s 
Party does not have the two-thirds par- 
liamentary majority needed to overturn the 
eighth amendment nor a simple majority to 
carry through any legislation by itself. 

For each move, therefore, Bhutto is ob- 
liged to negotiate with the smaller parties. 
Despite Bhutto's electoral promises to repeal 
all legislation which discriminates against 
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women, the political reality is 
that in the search for support 
from the smaller parties on 
what the government consid- 
ers vital issues, women's rights 
may become the victim of poli- 
tical negotiations. 

But the government has put 
the status of women on its 
agenda. There is now à minis- 
ter for women's affairs, the sup- 
pressed report of the Commis- 
sion on the Status of Women 
(1985) is being released and 
women's issues are discussed 
in government circles and 
the media. From birth to death, 
no matter what is being measured, females 
in Pakistan are less likely than males to sur- 
vive infancy, receive an education, earn 
money or reach old age. 

Pakistan has one of the highest illiteracy 
rates in Asia, mostly because females are 
less likely than males to attend school. In 
1986, for every 100 boys in primary school, 
there were only 50 girls, and 81% of the na- 
tion's women cannot read or write, accord- 
ing to UN figures. 

Partially because of illiteracy, women in 
Pakistan have one of lowest rates of eco- 
nomic activity in the region. In 1985, only 


9.6% of women over the age of 15 were in- 


volved in any economic activity. a 
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Power shadow play 


The Mandarin and the Cadre: China's 
Political Cultures by Lucian W. Pye. The 
University of Michigan Centre for Chinese 
Studies, Ann Arbor. US$19.50 (cloth), 
LIS$12.50 (paper). 


Purges can prove embarrassing for au- 
thors of new books on China; their work can 
appear either sadly outdated or of only 
curiosity value to historians. Not only does 
Lucian Pye's book not embarrass itself, it 
provides insights into the political culture of 
China's gerontocracy, or the foolocracy, as 
Pye has occasion to call it. 

Those who have read Pye's earlier book, 
The Spirit of Chinese Politics (1968), will know 
that his favoured analytical approach is that 
of political culture. The study of political cul- 
ture had its heyday among political scien- 
tists in the 1950s and early 1960s. In recent 
years, however, many sinologists, taking 
the lead from economists and cultural re- 
lativists, have devoted considerable energy 
to prove that China shares the woes and 
limitations of any other Third World socialist 
nation. Whereas Pye would probably not 
contend this point, his new book is written 











as a defence of his emphasis 
on the peculiar cultural bias 
of Chinese political life. His 
work appears prescient in 
light of recent events. 

The comments on China's 
"Confucianist Leninism" are 
particularly interesting. The 
peculiarities of socialisation 
with Chinese characteristics, 
the pervasive role of confor- 
mity, the shadow play of 
politics and pretence ( feigned compliancy as 
a social norm) and à highly moralistic ideol- 
ogy are points which help explain much of 
China's sorry state of being. Pye is guilty of 
some exaggerated simplifications, however, 
especially in his initial discussion of Mao as a 
Daoist-type ruler and Deng as a Confucian. 
He tends to see Chinese history as some- 
thing of a two-line struggle between these 
cultures where, in fact, the historical reality 
is both more complex and less static. 

Whereas in his earlier work Pye has 
dwelt more on the culture of Mao, in The 
Mandarin and the Cadre the focus of attention 
is Deng's work style. The primal Confucian 
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fear of luan, chaos, is in 
Deng's generation reflected 
in a horror of dongluan (tur- 
moil) and baoluan (rebellion), 
the words used to condemn 
the protest movement of 
April-June. "Deng and his 
appointed successors want 
to modernise China, to turn 
China away from the path 
that Mao set the country on, 
but they are possibly even 
more concerned than Mao 
was about the danger that 
political liberalisation might 
produce anarchy and uncon- 
trolled change. Having seen 
anarchy, they are not pre- 
pared to take chances." 

The concept of pragmatism, the hallmark 
of Deng's rule, comes in for some close 
scrutiny. As a code word that "signals an 
end not only to ideology but also of all that 
seemed to make China culturally unique,” 
pragmatism was supposed to prove that the 
Chinese leadership were pursuing policies 
no more or less than those that would be 
adopted by other leaders faced with China's 
situation. The true nature of Deng's prag- 
matism — if not the pragmatism of politi- 
cans in general — has been revealed over 
the last unsteady years of his direction, and 
especially since April. The patriarchs of the 
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dedu dE NN ————— 
Remembrances of things past 


ruling élite in particular have revealed the 
true state of guanxi in Chinese politics as 
being a mercurial and shifting series of al- 
liances with no principles or real goals other 
than a desire to perpetuate their own power 
and that of their families and vassals. 

Many commentators bewail the fact that 
China's history operates in cycles, progress 
if any being made in an unsteady elliptical 
process of monotonous regularity. Speaking 
of the policy reversals, the negations of the 
negation, Pye asks: "Does the thrusting first 
in one direction and then in another consti- 
tute experimenting, or is it more a frantic 
search for a way out? . . . Even today it is dif- 
ficult to judge whether the reversals that 
come with reforms are merely desperate re- 
sponses to failure or whether they are ac- 
companied by enough reflective analysis to 
explain what initially went wrong." 

The Cultural Revolution (1966-76) and 
the resulting change in the “psycho- 
dynamics" of Chinese politics is a subject 
that still fascinates Pye. He rightly em- 
phasises that today, as in the past, realities in 
China rest "tenuously upon layers of latent 
and contradictory sentiments that are far 
more decisive in the flow of events than pub- 
lic rationalisations of political economy 
policies." His is a rejection of Western 
economists’ blithely simplistic — and now 
surely bankrupt — scenario for China. 

a Geremie Barmé 


Burman іп the Back Row by Aye Saung. 
Asia 2000/White Lotus, Hongkong & Bangkok. 
Baht 225 (US$8.65). 

Visions of Shwedagon by Aung Aung Taik. 
White Lotus, Bangkok. Baht 250. 


For decades, very few books were writ- 
ten about Burma, this dearth reflecting that 
country’s deep isolation from the rest of the 
world. Since last year’s turmoil, however, 
books about Burma have once again man- 
aged to find publishers; and it is an en- 
couraging sign that several of them are actu- 
ally written by Burmese themselves. 

Both of these autobiographical sketches 
by Burmese intellectuals, Aye Saung’s Bur- 
man in the Back Row and Aung Aung Taik’s 
Visions of Shwedagon, describe the authors’ 
formative years in today’s Burma. Aye 
Saung’s attempts in his late teens to analyse 
the injustice he endured led him to the study 
of Marxist revolutionary ideology. Almost 
inevitably, he was arrested by Burma's om- 
nipotent secret police, subjected to electric 
shock treatment and other forms of torture, 
and ended up spending four years in Man- 
dalay Jail. 

After his release, he finished his studies 
at Mandalay University and got his degree 
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— only to discover that his Bachelor Certifi- 
cate was marked: "For political crimes, this 
person was detained from 6 November 1968 
to 6 July 1972." Aye Saung's own comment 
on this is wry: "I quickly consoled myself, 
however. At least now I need have no 
doubts about embarking on a career as a 
revolutionary, because the government had 
effectively rid me of any other option." 

Subsequently, Aye Saung begins to drift 
around Burma, working as a village teacher, 
a construction worker, a gem miner, a 
broom vendor and a restaurant kitchen- 
hand, while almost constantly being on the 
run from the secret police and its ubiquitous 
agents. Lacking confidence in most of the in- 
surgent organisations in Burma, he tries to 
form his own group, employing seemingly 
foolhardy methods such as snatching a rifle 
from a lone policeman in a remote village in 
a desperate attempt to arm his narrow circle 
of followers — who appear considerably less 
interested in the revolutionary struggle than 
the author himself. 

He ends up having to bury that gun in 
the forest and, again on the run, flees to 
Shan State in the northeast. Despite his 
being a Burman, he joins an ethnic rebel 
group, the Shan State Army (55А). Eventu- 
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ally, Aye Saung falls out with the 
Shan insurgents and leaves for Thai- 
land, where he once more tries to set 
up his own rebel army. Today, he is 
the head of the Organising and Infor- 
mation Department of the Demo- 
cratic Alliance of Burma, a rebel con- 
stellation which was established on 
the Thai border in November last 
year, comprising Burman as well as 
ethnic resistance groups. 

The book is well written and en- 
tertaining, though this reviewer has 
some difficulty with the author's way 
of romanising Burmese place-names. 
Standard systems of spelling would 
have been preferable. "The Jackson 
Church" in Rangoon must be the 
famous Judson Church. “Rice shop" 
is presumably a literal translation 
of tamin hsaing, "restaurant." And, 
probably because of his intellectual 
background, the author constantly 
confuses military terms; the SSA's 
brigades are referred to as "battalions" and 
the battalions as "regiments." 

Although there is no reason to doubt the 
author's sincerity and integrity, the picture 
he presents of himself is not fully convinc- 
ing. Despite the hardships and his obvious 
sufferings, he is at all times an ardent, dedi- 
cated revolutionary who is constantly anxi- 
ous to learn, invariably thrilled by new dis- 





Shwedagon beggars: whispering of man's needs. 


coveries, and always completely devoted to 
the welfare of the ordinary people. His as- 
tute advice is seldom heeded by fellow re- 
volutionaries; in the end, however, his 
analysis almost without exception proves 
correct. 

Revolutionaries are human beings like 
the rest of us, and it may be that it is the 
peculiar circumstances created by repressive 








TECHNICAL PRESENCE: à maintenance 
network ensures a round-the-clock availa- 
bility (Toulouse, Washington D.C., Singa- 


pore ). 
TECHNOLOGICAL PRESENCE: 
of a new generation of aircraft. 


FINANCIAL PRESENCE: financial advisor. 


E 


concept 


BUSINESS PRESENCE: 4 marketing cen- 
ters throughout the world. 


D NR 


з governments that force them to re- 
Ё sort to armed struggle. There are 
$ inner and outer dimensions to every 
: experience. Aye Saung's book is à 
i powerful document which reveals 
* the personal aspects of the political 
turmoil that now engulfs Burma. 

By contrast, Aung Aung Taik 
hardly mentions the government 
and the events that led up to last 
year's upheaval. His book is about 
art, love, death, and religious con- 
templation, and expresses a deep de- 
votion to his home country, which he 
left for the US in 1972. Among his an- 
cestors were the pioneers of the first 
group of Burmese to become Christ- 
ians. "That was how I became a 
Christian, and of the Baptist sect. 
Imagine a Burmese boy becoming a 
Christian of the Baptist kind, going to 
an Anglican school for education in а 
Buddhist country." 

His father, Dr Maung Maung 
Taik, is a former chief medical examiner of 
Burma and the son was probably headed for 
the upper stratum of well-educated Bur- 
mese. But Aung Aung Taik broke with that 
tradition and left for Mandalay. There à 
well-known newspaper editor, Ludu U Hla, 
and his wife, Daw Ahmar, also à writer, 
helped him take the first steps along his long 
journey from what appears to have been a 
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rather secluded, upper-middle class Bur- 
mese family life to the US and San Francisco. 

But Aung Aung Taik's modernistic ap- 
proach differs considerably from that of 
other writers and painters in Mandalay's ar- 
tistic community: "My choice in depicting 
the life of art in Burma is to point out that art 
has an international nature, like sunlight 
that shines on everything, even on a God- 
forsaken land." In that sense, Aung Aung 
Taik is a true world citizen, looking fondly 
upon his homeland: "Tin white stupas rest- 
ed on far away hills and clouds, like fine 
ambassadors, passed on with goodwill 
messages. From the window of the mov- 
ing train, I had a good view of my land, a 


land naturally enlightened and of jubilant 
soul." 

Aung Aung Taik finished his manuscript 
in January 1986 and it is not unlikely that it 
would have read somewhat differently if it 
had been written during or after the up- 
heaval of 1988. He does not touch upon the 
difficulties artists had to endure when he 
lived in Burma — and of course still have to 
face under the present military regime. 
There is only a brief mention of the fact that 
for their alleged leftist sympathies, his men- 
tors Ludu U Hla and Daw Ahmar had spent 
more time in jail than any other Burmese 
writers. 

However, an added preface, more re- 





The revolution that never was 


The Road to Madiun: The Indonesian 
Communist Uprising of 1948 by Ann 
Swift. Cornell Modern Indonesia Project, Ithaca, 
New York. US$8. 

The long tradition of Indonesian com- 
munism has never attracted the academic or 
journalistic attention that the more success- 
ful ruling parties of China and Vietnam 
have. It is often forgotten that the first Marx- 
ist party in Asia was established in In- 
donesia, then a Dutch colony, as early as 
1914. When Mao Zedong and his comrades 
were establishing the Chinese Communist 
Party in 1921, the Indonesian Communist 
Party (РКІ) already boasted tens of thou- 
sands of members and played a considera- 
ble role within the Communist International 
(Comintern). 

One of the reasons that Indonesian com- 
munism has not attracted the attention it 
might have is precisely because, unlike its 
Chinese and Vietnamese counterparts, it 
has not been successful. Instead three large 
gravestones mark the history of the PKI — 
the abortive uprisings of 1926, 1948 and 
1965. Each in turn represented a massive de- 
feat for the PKI and its seeming liquidation 
from the country’s political map. History 
has yet to judge whether its crushing defeat 
in 1965 at the hands of General Suharto and 
the Indonesian army represented its final 
demise. 

Ann Swift, a former American diplomat 
in Jakarta, has taken advantage of a year’s 
leave at Cornell University to write one of 
the most comprehensive surveys to date of 
the communist uprising of 1948, the so-call- 
ed Madiun affair. The year 1948 was the 
darkest of the Indonesian revolution. The 
guerilla units of the Indonesian army had 
retreated everywhere before the militarily 
superior Dutch. The republic, proclaimed 
by Sukarno and Hatta in August 1945, was 
left in control of only Central Java and Aceh, 
with its capital in Yogyakarta. An uneasy 
truce prevailed between the republic and 
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the Dutch and tensions were rising within 
the republic between leftwing and right- 
wing forces. 

The tensions between the Left and Right 
came to a head in September 1948, when 
communist forces led by the veteran PKI 
leader Musso seized power in the city of Ma- 
diun, accusing Sukarno and Hatta of betray- 
ing the interests of the republic to the Dutch 
and the US. The uprising was short-lived 
and suppressed with considerable violence 
by the fanatically anticommunist Siliwangi 
division, which, having been recruited in 
West Java, had little sympathy with the radi- 
cals, 

It is symptomatic of the highly partisan 
nature of much modern Indonesian history 
that the Madiun affair has subsequently 
been seen in a highly subjective light. In the 
1950s and 1960s when the PKI once again be- 
came a force in Indonesian politics, the party 
sought to portray Madiun as an American- 
inspired provocation designed to push the 
communists into revolt so that they could 
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cently written, touches on all the issues he 
has left out. He misses a demonstration of 
Burmese exiles in San Francisco in 1988, but 
reflects upon the matter afterwards: “The 
world is not just for Prime Ministers, Gener- 
als and Lawmakers who come and go. Can't 
they hear the obvious expression of despair 
from people in all nations of unrest? It is time 
the big shots trained their ears to the slight 
whispering of man's needs." 

It is a pity that Aung Aung Taik did not 
give more thought to these issues when he 
first wrote his book. Their inclusion would 
only have made his rich account of the life 
of a Burmese artist even richer. 

n Bertil Lintner 


then be destroyed with impunity by the re- 
publican forces. Indeed it was certainly the 
case that after Madiun, the US generally 
adopted a more sympathetic attitude to- 
wards Sukarno’s republic and distanced it- 
self from the Dutch. 

For its part, the Indonesian Right sought 
to portray Madiun as a Soviet-inspired move 
designed to coincide with communist upris- 
ings elsewhere in Southeast Asia, notably in 
Burma and Malaya. The fact that Musso had 
returned to Indonesia only five weeks be- 
fore the uprising after a 22-year exile in the 
Soviet Union, that he had been in Prague 
earlier in the year when the Czechoslovak 
Communist Party seized power and that he 
had been one of the most forthright advo- 
cates of the 1926 revolt, all lent considerable 
weight to this view. Moreover, Musso had 
told Sukarno only two days after his arrival 
that he had returned “to set things straight” 
in the Indonesian revolution. 

Within a week Musso was claiming the 
right for the PKI of leadership of that revolu- 
tion. After 1965 when Suharto and the In- 
donesian army took charge of the country’s 
destiny, suppressing another abortive leftist 
uprising, Madiun was seen as only another 
example of communist duplicity and 
treachery. 

But as Swift shows quite clearly in her ac- 
count of the Madiun affair, neither of these 
views is satisfactory. Three years of struggle 
against the Dutch, with seemingly ever 
greater territorial losses and political conces- 
sions, had produced a growing polarisation 
within the republic. In the view of many, not 
just on the Left, the strategy of Sukarno and 
Hatta had failed to produce the desired goal, 
namely Indonesian independence. It should 
be remembered that 1948 also saw the dec- 
laration of a Darul Islam (State of Islam) in 
West Java, led by fundamentalist Muslims 
also dissatisfied with the republic. The 
polarisation between Left and Right inevita- 
bly grew with the dramatic return of Musso, 
who by his sheer personality and experience 
drove the Left in an ever radical direction. In 
this atmosphere, as Swift capably demon- 
strates, a clash between Left and Right be- 
came inevitable. = Michael Williams 
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Bangkok bottlenecks force investors to site plants upcountry 


Out-of-town option 





By Paul Handley in Bangkok 

kyrocketing costs of doing busi- 
ness in Bangkok are finally forc- 
ing investors to fall into line with 
the Thai Government's desire to 
divert some of the country's booming 
industrial development away from the 
capital. But investors are finding that 
in most areas the lack of infrastructure, 
or even labour, presents a formidable ob- 
stacle. | 

Pushing investment upcountry is crucial. 
Unless Thailand can make it convenient for 
companies to situate outside Bangkok, they 
might not come at all. The concentration 
of investment around the capital overtaxes 
infrastructure and draws in a steady stream 
of workers, further taxing housing and so- 
cial services. 

All this is endangering the investment 
boom around greater Bangkok — now a 
broad corridor running from Ayutthaya 100 
km to the north to Mab Ta Phut, 200 km 
southeast. 

Eighteen months ago, Bangkok's prob- 
lems were limited to poor but manageable 
infrastructure. They now run much deeper. 
In particular, land prices are sometimes 10 
times what they were, and factory land is 
hard to find within a 20 km radius from 
Bangkok. Bangkok and the central plains are 
low lying land, so any major construction 
has to be preceded by extensive (and expen- 
sive) filling and piling. 

Then the costs of siting expatriate man- 
agement in Bangkok must be considered: 
office and housing rents have doubled in 
less than two years. Wages for office staff 
and workers are rising, and staff poaching is 
already a problem. 

In addition, the Thai Government has 
political reasons of its own for spreading the 
investment around: Chart Thai, the ruling 
party, gets most of its support from upcoun- 
try constituencies. 

Accordingly, in February the Board of In- 
vestment (BOI) redrew its three privilege 
zones to push investors further away from 
Bangkok. Zone 3, with the highest income 
tax and import duty concessions, includes 
57 of the country's 73 provinces; the closest 
to Bangkok one can get in Zone 3 is 120 km. 
Recently, BOI has also set up offices in the 
north, south and northeast. 

The disadvantages of those distant rural 
regions targeted for investment are signi- 
ficant: most important is their distance 
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from the ports of the Gulf of Thailand. 

Nevertheless, Bangkok's problems make 
a decision to go upcountry logical enough. 
For one thing, labour is cheaper. In 
Bangkok, the minimum wage is Baht 80 
(US$3.09) a day, and while factories often 
find ways to pay less than that, the base is 
around Baht 60 and rising. By comparison, 
the official minimum wage upcountry is 
Baht 65 a day, and often Baht 40 is paid with- 
out attracting interference from the au- 
thorities. 

As an official of Nakhon Ratchasima's 
Suranaree Industrial Zone points out, work- 
ers who earn Baht 4,000 a month in Bangkok 
would opt to stay closer to home for Baht 


Thai investment targets 





2,500 a month. The north and northeast are 
particularly attractive, since they are the 
source of much of the country’s factory la- 
bour. The south is less attractive because 
plants in the south depend on northeastern 
workers. 

In particular, Chiang Mai, the northern 
capital 600 km from Bangkok, has proved 
popular. About two years ago the govern- 
ment's new Northern Regional Industrial 
Estate (NRIE) in Lamphun, 22 km south of 
Chiang Mai, was something of a flop. For 
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example, Japan’s Minebea, one of Thai- 
land’s largest employers, decided there 
were too few incentives to move there, and 
instead set up in the rice paddies of Lopburi, 
130 km north of Bangkok. 

It is a different story now. Japan's Murata 
group was the first of a number of elec- 
tronics firms to set up in NRIE, producing re- 
sistors and capacitors for export. By the end 
of the year, according to NRIE manager 
Udom Tanpao, the estate will have 11 plants 
and employ maybe 2,000 workers. Elec- 
tronics, leather goods, fruit juice, paint 
brushes and cigarette lighters will all be pro- 
duced in NRIE. 

Murata's Hachiro Kishimoto says cheap 
land and factory development costs were 
the crucial factor in deciding to site in the 
north. Land prices at government estates in 
Bangkok are four times higher, with private 
estates even more expensive. Chiang Mai's 
international airport was also convenient 
for importing and exporting Murata's parts 
and finished goods. "Our product is very 
small — we can neglect our transporta- 
tion cost," Kishimoto says. He also likes 
the more temperate northern environ- 
ment and sees Chiang Mai's range of inter- 
national schools and shops as important 
incentives. 


n addition, major Thai textiles pro- 
ducer People's Garment has just 
begun a Baht 100 million joint venture 
with Japan's Mizuno to set an export- 
oriented garment factory in Lamphun. But 
this combination of advantages is unique to 
Chiang Mai, and numerous investors, espe- 
cially the Taiwanese, are in too much of a 
hurry to wait for similar infrastructural deve- 
lopment to appear elsewhere. 

Most industry in the northeast, a large 
dry plateau shielded from the Bangkok area 
by a mountain range, is traditional and re- 
source-based, for example, processing pulp 
and tapioca. Tuangphorn Phinthu, of the In- 
dustrial Finance Corp. of Thailand (ЕСТ) of- 
fie in Nakhon Ratchasima, says that 
agribusiness is one of the northeast's 
strengths. Small firms which freeze and can 
baby corn and asparagus are springing up, 
and livestock farms are expanding rapidly 
on exports. 

But there have been a number of success- 
es which suggest that the northeast is able 
to attract more obviously industrial invest- 
ment. These include textile and furniture 
producers, a handful of export-oriented fish- 
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ing net makers, and a labour-intensive Ja- 
panese wig-making plant in impoverished 
Buriram. The northeast's workers, argues 
Preecha Panikul of the ІЕСТ in Khon Kaen, 
are Thailand's best, a sentiment echoed by 
many of their employers. 

Preecha says several dozen garment op- 
erations have sprung up in the region over 
the past year. Working without BOI support, 
they handle subcontract work for larger 
Bangkok-based textile concerns. 

The governments main focus in the 
northeast is to develop Nakhon Ratchasima, 
screened from Bangkok by a mountain 
range, but linked to the new port of Laem 
Chabang by a convenient 200 km highway. 
To help things along, the road is to be 
widened and a direct rail link is planned. 

The focus for investment is the pri- 
vately owned Suranaree Industrial Zone. 
This scheme has been helped by the 
fact that leaders of the ruling party, es- 
pecially Prime Minister Chaitchai Choon- 
havan and minister in charge of BOI 
Korn Dabbaransi, have their roots in 
Nakhon Ratchasima. This has helped 
Suranaree acquire the kind of momentum 
and confidence needed to encourage 


would-be investors to commit to the estate, 
and to instil in developers the confidence to 
develop. 

Suranaree is only partly developed, wait- 
ing for final BOI approval for the more than a 
dozen companies which have tentatively 
committed to the estate. The area already 
has a strong car parts and bodies industry. 
But those likely to receive ВОІ approval in- 
clude not only car parts producers, but also 
two computer components assemblers, 
food canners, and biscuit and sporting 
goods producers. Taiwan's Tatung and 
South Korea's Samsung, both pondering 
large Thailand projects, have surveyed the 
area. 


second industrial estate in Nakhon 
Ratchasima has been initiated, but 
lags behind Suranaree. But other 
car parts producers are apparently 
looking at it, as is a South Korean venture to 
produce ball bearings. 

Farther from Nakhon Ratchasima, there 
is less progress. Khon Kaen businessmen 
want to set up an industrial estate in nearby 
Nam Phong, to benefit from cheap natural 
gas and power supplies, provided the local 
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India sets targets for new plan 


Rajiv's growth goal 


By James Clad in New Delhi 

rime Minister Rajiv Gandhi has en- 

dorsed a key planning document 

targeting an annual GDP growth rate 
of "at least 6?5" for the Indian economy for 
1990-95. The paper from the Planning Com- 
mission signals a continuation of high 
growth polices within an increasingly 
liberalised economy. It also sets welfare 
goals for the rapidly increasing population. 

Although Gandhi's five-year-old govern- 
ment has loosened bureaucratic controls, 
India still preserves a highly centralised, in- 
dicative planning system in which growth 
targets are drawn up for successive five-year 
periods. The current plan, the seventh, 
finishes at the end of the 1989-90 fiscal year 
next March. 

Specific targets for the eighth plan in- 
clude: universal provision of drinking water 
and free primary education by 1995: the ad- 
dition of 17 million ha of irrigated land; and 
lifting annual capita income from the 
equivalent of 175 to 195 kg of foodgrain: and 
the installation of 50?5 more electric power 
generating capacity (capacity at the end of 
March was about 59,000 MW). 

The paper sees the growth target being 
met through more efficient use of capital, 
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higher domestic savings (rising from about 
21% to 23.3% of GDP over the next five years) 
and an inflow of capital from abroad equal to 
1.6% of GDP during the same period. 

As befits an election year and a presenta- 
tion by an agency at the apex of govern- 
ment, the paper trumpets various achieve- 
ments. "Economic performance during the 
seventh plan has been significantly better 
than targeted," the document says. No one 
seriously questions the claims. There is 
much to trumpet, not least a likely 9% grow- 


India's chronic budget deficit 
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gas deposits are tapped to help them. But 
firm government backing has not been 
forthcoming, and meanwhile local s a- 
tion has, unhelpfully, jacked up land 
prices. 

Foreign manufacturers, including a Ja- 
panese camera firm, surveyed the area, says 
local businessman Prayoon Angsanant of 
the Kow Yoo Hah group, which plans an es- 
tate, but they are discouraged by the lack of 
available facilities. One success, says 
Prayoon, is Kow Yoo Hah persuading a 
Swiss electronic watch maker to commit to 
the area. But this was only because Kow Yoo 
Hah took over an existing, shutdown fac- 
tory and plans to refit it for the Swiss. 

So far, investors have mainly been pre- 
pared to move only to the north. In the 
south, a long-planned industrial estate near 
Songkhla, which has a new port, has not 
materialised. Developers there and else- 
where, like Khon Kaen and Nakhon Ratch- 
asima in the northeast, seem caught in a 
familiar dilemma — investors will not invest 
unless assured of a functioning industrial es- 
tate, while estate builders want to see 
money on the table before they start build- 
ing. a 


th rate this year. But several critics dis- 
miss the targets as a package of promises 
publicised conveniently close to election 
time. And, indeed, the politically be- 
leaguered prime minister reportedly had 
sought an even more optimistic growth 


target. 

He has settled, in the end, for the for- 
mula of “at least 6%.” This seems sober 
enough, on present trends. But the paper it- 
self identifies various current factors which 
could have a disquieting effect on future 


wth: 

Population growth. This is not slowing 
quickly enough and by the turn of the cen- 
tury might be more than forecast. 

Employment generation. This is not in- 
creasing as fast as either population or eco- 
nomic growth. 

The move to the cities. As many as 320 
million Indians will be living in cities of at 
least 500,000 people by turn of the century. 

Regional disparities. The backward re- 
gions and the northeastern states of the 
Hindi belt are lagging further behind. 

National savings. Household savings re- 
main high — always more than 20% of GDP. 
But the public sector is actively “dissaving,” 
with huge negative returns (Rs 86.02 billion 
[US$5.17 billion] in 1988-89, according to the 
the Reserve Bank of India) on heavy capital 
investment in public enterprises. 

Balance of payments. This touches on 
India's chronically out-of-skew merchandise 
account. In fiscal 1987, exports reached 
US$12.5 billion but imports cost US$19 bil- 
lion. Yet forecast increases in export earn- 
ings are crucial to the eighth plan's rationale 
as higher export receipts are needed to fi- 
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nance the imports required if India is to 
modernise its industrial plant. 

Although foreign trade still comprises a 
small percentage of India's GDP, capital 
goods imports are seen as aiding competi- 
tiveness within the domestic market as well 
as helping the export drive. To pay for them, 
the annual growth of exports has averaged 
more than 10% in volume terms since 1985. 

Yet these recent gains may have a one-off 
quality to them. A rupee depreciating 
against Western currencies, the initial im- 
pact of liberalised import rules for raw mate- 
rials and various export incentive schemes 
have all helped lift the figures. 

To meet future GDP growth expectations, 
some analysts believe export volumes will 
have to grow by between 15-17% a year just 
to hold the existing trade imbalance steady. 
The planning paper itself posits an annual 
rise of 11.5% up to 1995 “to meet the likely 
import requirements of the economy.” 

Whether markets for the country’s three 
most valuable export categories (gems and 
jewellery, cotton textiles and leather goods) 
will accommodate these hopes is another 


matter. Even textile exports, increasingly di- 
rected at non-OECD markets, are declining in 
absolute importance, from a third of all ex- 
port receipts 20 years ago to under 15% 
today. In addition, India’s trading profile is 
minuscule in such higher value added 
goods as chemicals, defence hardware and 
telecommunications. India’s share of the 
US$55 billion global electronics market, for 
example, was US$68 million in 1988-89. 

There are other ways to garner foreign 
exchange, of course, including improve- 
ments to the still limited direct investment 
by foreigners and larger aid payments. But 
the generosity of the Western consortium 
aiding India has thus far not extended 
beyond funds equivalent to 0.7% of GDP. 
Western aid flows will need to rise by nearly 
9% during the eighth plan if India is to get 
anywhere near its growth targets. 

India is more likely to get this if it moves 
decisively to close its chronic budget deficit. 
The overall public-sector deficit has risen 
steadily during this decade. It now exceeds 
8.1% of GDP. The revenue deficiency has be- 
come more intractable during the seventh 





FISHING 31 


Taiwan’s fishing industry restructures 


A quest for net profits 





By Lincoln Kaye ii in Taipei — 


aiwan's parliament building nar- 

| rowly escaped getting anointed with 
fish guts in August when an island- 

wide strike by fishermen was averted at the 
last minute. But protest plans have 
not been abandoned, industry 
spokesmen hint, only put on ice for 


the time being. 
The fishermen want better dip- w 
lomatic protection against for 


eign harassment in international 
waters, pollution control in Tai- 
wan's coastal waters, easier rules Y 
for hiring foreign crew members, _ 
cheaper fuel and an end toa one-year — — 
ban on licensing of new fishing 
vessels. 

It is not just lobbying by fisher- 
men that has placed the industry on — iR 
Taipei's policy agenda in this sensi- 


tive election year. Taiwan's far-flung i: 008518! | 
08 No. of TO 16.6 160 17.9 
_ | Catch (000 tonnes) 33.0 39.0 51.0 50.0} 
` | Value of catch (NT$ billion) ^ 12 21 a 


fishing fleet has become embroiled in 
a series of international incidents of — — 
precisely the sort that diplomatically — 
isolated Taiwan is ill-equipped to 
handle. Recent months have seen 
local vessels: 

> Expropriated for allegedly violat- 
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> Rammed by a South Korean fishing boat 
and a Panamanian freighter 

P» Boarded by the US Coast Guard for 
ecologically destructive driftnet fishing of 
salmon. 

> Impounded by Australia and the crew 
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plan years. The central government bor- 
rowed more than two-and-a-half times the 
amount expected by the commission. 

Debt, both domestic and external, has 
grown correspondingly. Debt servicing 
costs now run at about a quarter of export re- 
ceipts, though per capita debt, and debt as a 
proportion of GDP, have remained static 
since 1985. Private, commercial debt incur- 
red externally has been rising quickly. It 
now amounts to about a quarter of India's 
total foreign debt, estimated to be about 
US$46.3 billion. 

Three categories account for about 
three-quarters of current central govern- 
ment expenditure: subsidies of one kind 
or another; debt repayments; and defence. 
The scope for cutting the first two is about 
zero in the present fiscal and political cli- 
mate. 

Barring an abrupt drop in reserves (now 
reported to amount to 10 weeks’ imports) or 
a sudden fall-off in export earnings, India is 
expected to follow something like the com- 
mission’s approach even if there is a change 
of government. s 


members (including three mainland 
Chinese) extradited after the captain and 
officers were murdered in a mutiny. 

P Blockading Kaohsiung harbour to pre- 
vent barges from dumping industrial 
effluent in coastal fishing grounds. 

P Implicated in the smuggling of drugs, 
guns, prostitutes and illegal labour from 
China 


Such episodes highlight vessel operators' 
efforts to tide over a cost crunch brought on 
by a sharp drop in seafood prices, coupled 
with rising wages and a labour shortage. 

A few years ago, prospects looked bright 
— seafood prices were firm and investment 

5, flowed into the sector. Canneries 
boomed; new ones opened. Govern- 
ment credit put coastal vessels within 
the financial reach of young men 
from Taiwan's numerous fishing vil- 
lages, while established fishermen 
upgraded to deep sea operations. 

But in the late 1980s, the lure of 
easy money in Taiwan's booming 


T . Cities emptied the fishing villages at 


the same time that international sea- 


) к, food markets suffered a glut. Can- 


b^ nery labour became scarce and 
costly, too, just as Third World com- 
~ petitors launched into the fish-pro- 
cessing business. Caught off-guard, 
. overextended fishery operators 
— scrambled to recoup their outlays. 

T Taiwan vessels voyaged further 
| and longer than ever before. Their 
first objective was squid, a catch that 
pays well. But they soon spread their 
nets to include tuna and salmon, for 
instance, much to the distress of their 


(Taiwan -"— established foreign competitors. En- 
— —  vironmentalists joined in the outcry 
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against Taiwan fishing boats due to their 


more efficient — some would say indiscrimi- 
nate — use of modern methods like driftnet- 
ting. 

At the same time, the wide ranging of the 
Taiwan fleet collided with the newly ex- 
panded territorial water claims of a number 
of maritime states. Relations with host coun- 
tries were further strained by labour dis- 
putes — sometimes violent — between 
Taiwanese officers and locally hired crew- 
men. 

Taipei could do little to regulate working 
standards for foreign crewmen, since many 
of them — especially mainland Chinese — 
were covertly hired in contravention of offi- 
cal rules. Also, Taiwan's lack of diplomatic 
representation in most world capitals has 
left local fishermen with only ad hoc, unoffi- 
cial and often ineffective representation 
when they run foul of foreign authorities. 

A foreign banker with more than a dec- 
ade's experience in Taiwan points out that 
aspects of the fishing sector's malaise are 
mirrored by industries throughout the is- 
land's overheated economy: the shift from 
labour- to capital-intensive operations, the 
increasingly aggressive trading posture, the 
move to overseas production bases, foreign 
hiring, and ecological constraints. 

These woes have beset Taiwan's fisheries 
earlier and more visibly than other sectors 
the banker suggests, simply because the in- 
dustry is intrinsically mobile. Fishing boats 
can range farther and faster than factories in 
search of trouble. 

To dock Taiwan's wayward fleet, the 
Council of Agriculture (COA), which over- 
seas fisheries, declared a one-year freeze on 
new fishing boat licences. Vessel operators 
and boatyards alike protested. 

But the moratorium was not meant to be 
punitive, COA Vice-Chairman Koh Chin- 
chao said. Rather, the government wanted 
to buy time to put in place a set of incentives 
to accelerate the industry's shift from coastal 
to deep sea fisheries and to relieve the labour 
shortage by improving working conditions 
on board fishing vessels. 

Koh said the government would back the 
design of bigger, more powerful and 
farther-ranging boats with enhanced crew 
amenities. Official credits will help vessel 
owners to upgrade. 

Licences used to be required only for ves- 
sels in the 100-700 tonne range. But this 
time, when licensing resumes after the cur- 
rent break, Kaohsiung Fishery Association 
chairman Tsai Ting-pang suggests it apply 
to boats of all sizes. 

To force the pace of upgrading, Tsai 
urges the COA to require applicants to retire 
old tonnage in order to get new licences. If 
big fleet operators could pool several small 
vessels' licences for a new boat of equivalent 
overall tonnage, Tsai is convinced coastal 
fishermen would find it more profitable to 
sell their licences than to carry on smuggl- 
ing. 
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Restructuring the industry this way, he 
adds, would leave Taiwan free to make the 
most of its newly redefined advantages in 
the fisheries sector: abundant capital, trad- 
ing acumen and advanced technology. 
However, this will bring local operators in- 
creasingly into direct competition with the 
world's most advanced fishing nations. But 
Tsai is unworried about the prospect of 
more conflicts such as the recently defused 
driftnet controversy. "It's just business," he 
says. 

The COA, though, is more worried about 
potential diplomatic flaps. Currently, indi- 
vidual Taiwanese fishery companies strike 
their own arrangements on а port-by- 
port basis for marketing, fuel and supplies, 
crew recruitment and liaison with au- 
thorities. 

The time may have come, Ko suggests, 
for Taiwan to set up an ostensibly private 
umbrella organisation to represent its fisher- 
men worldwide. Such an agency could be 
launched by year-end, he said. 

Tsai said such an agency is worth a try, 
but he remains convinced that no quasi-offi- 
cial entity can substitute for hard-earned ex- 
perience in the ports of the world. He him- 
self has spent months at a time in India, 
Australia, Indonesia and Brazil, prising his 
impounded vessels out of the hands of local 





officials. Wheedling, but never bribing, he 
swears. 

To get around protectionist regulations, 
Tsai finds it increasingly useful to set up 
joint ventures in countries whose territorial 
waters he means to fish. Local partners can 
also supply reliable, low-cost crews. Tsai 


prefers to use Indonesians, Filipinos and 


South African Blacks. Mainland Chinese 
from Fujian province, though culturally and 
linguistically compatible, tend to get crusty 
about working hours and conditions, he 
says. 

Several of Tsai’s vessels are registered 
abroad. He urges the COA to allow Taiwan- 
affiliated joint ventures, rather than only 
Taiwan-registered companies, to enjoy pre- 
ferred access to the lucrative local seafood 
market. But he insists on maintaining flexi- 
bility to fish under flags of convenience, 
especially now that big powers like the US 
have begun to exert pressure on Taipei 
about fishery issues. 

Generations of Taiwan fishermen have 
set out to sea from the southern fishing vil- 


lages. But Tsai imagines a very different fue С 


ture for the next generation: they will work 


` from a room — it matters not in which coun- 


try — surrounded by telephones and price 
quotation screens. Plus hotlines to the bank- 
ers. And, above all, to the lawyers. п 





FISHING 2 


Driftnet methods raise the ire of Pacific states 





: and North America are up in arms 
L d about Taiwan fishing boats’ use of 
driftnets — huge maws, up to 45 km wide, 
which skim the upper layers of the sea trap- 
ping anything that swims. 

Favoured by squid fishermen, the nets 
also ensnare enough salmon and tuna to en- 
danger the continuity of these species along 
with marine mammals such as porpoises. 
New Zealand scientists say that albacore 
tuna fishery in the South Pacific will be 
wiped out within two years by driftnetters 
from Taiwan and Japan. 

The issue of salmon is especially sensitive 
as huge numbers of the fish are bred at con- 
siderable expense at US and Canadian 
hatcheries before being released to migrate 
to the North Pacific waters where they are 
being caught by the driftnetters. 

In a high-seas sting operation in June, 
undercover US Coast Guard officers lured a 
pair of Taiwan fishing boat captains into of- 
fering to sell them illegally trapped salmon. 
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dilemma 


When the officers revealed their identities 
and proposed to board the driftnetters, the 
Taiwan vessels fled across the North Pacific, 
with the coast guard cutter in pursuit. 

In Taiwan, the episode quickly blew up 
into a question of national sovereignty, 
rather than a commercial or environmental 
issue. After lengthy negotiations, Taiwan fi- 
nally met an end-August US deadline for a 
new fishery agreement which proscribes 
driftnet fishing in the North Pacific haunts of 
migratory Alaskan salmon. 

US officials may board suspected offen- 
ders, subject to Taipei's approval. At the 
same time, Taiwan will set up its own patrol 
force to enforce the new agreement. Taiwan 
fishing vessels will also be obliged to carry 
transponders to prove that they do not stray 
into proscribed fishing grounds. 

Kaohsiung Fishery Association chair- 
man Tsai Ting-pang says the whole flap was 
instigated by US fishing interests fearful of 
Taiwan competition. Environmental groups 
were duped into climbing on the bandwa- 
gon. He says all countries use driftnets, in- 
cluding the US. 

The claims of the South Pacific Forum na- 


139 


BUSINESS AFFAIRS 





tions that driftnetting is a threat to albacore 
tuna have met with little official response 
from the fishing states. At the forum's meet- 
ing at Kiribati in July, Japanese dialogue del- 
egate Kiyoshi Araki blandly said more evi- 
dence was needed to establish that the tuna 

stocks were endangered — and that would 
. take up to two years during which Japan will 
continue to fish. 

However, on 15 September, Tokyo an- 
nounced through its diplomatic posts in 
some South Pacific countries, including 
New Zealand and Australia, that it would 
reduce its fleet from 60 to 20 in the South 
Pacific. Australia and New Zealand wel- 
comed the cut but said it did not go far 
enough. And Taiwan is a worse offender. It 
had a fleet of 130 driftnetters in the South 
Pacific last season. 

There are no reliable figures on the size of 
the catch by Japanese or Taiwan vessels. 
New Zealand scientists estimate the driftnet 
catch of albacore tuna in the South Pacific 
this year to be around 25-50,000 tonnes. 
Another 29,000 tonnes is caught using 
longlines and a further 9,000 tonnes by other 
methods. Two major studies — one by US 
and the other Chinese scientists — esti- 
mated the sustainable harvest at just 35,000 
tonnes a year. 

The impact of the destruction of the alba- 
core tuna fishery could be devastating for 
the small South Pacific states. For many is- 
land and atoll dwellers it will spell the end of 
a major portion of their staple diet and make 
them even more dependent for sustenance 
on aid — increasing amounts of which come 
from Japan. Western Samoa, for example, 
accepted NZ$20 million (US$11.8 million) of 
aid within a few days of the forum meeting. 

Already, 15 Pacific nations have banned 
driftnetting in their territorial waters. New 
Zealand on 18 September banned the prac- 
tice and possession of the nets in its waters 
and those of Tokelau, a dependency. At the 
forum meeting in July, 15 countries signed a 
declaration calling for an end to the practice. 
Wellington will host a meeting of forum 
states and possibly the US and Canada in 
November to negotiate a convention to out- 
law driftnetting in the region. New Zealand 
Prime Minister Geoffrey Palmer will speak 
on the issue at the UN on 2 October. 

The forum fisheries committee on 25 
September will consider possible measures. 
New Zealand Fisheries Minister Colin 
Moyle hinted in July that he would discuss 
with other countries in the region the possi- 
bility of withdrawing cooperation from 
Japan — which could include the ending of 
fishing joint ventures and licences to fish 
even by conventional methods in territorial 
waters, 

South Korea, a heavy fisher in the region 
and an active driftnet operator in the North 
Pacific, has not used driftnets in the South 
Pacific and has promised not to introduce 
them. But the Taiwan and Japanese govern- 
ments have refused to ban the practice. ш 
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INDUSTRY 


International groups rush to set up hotels in Vietnam 
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T he arrival in Ho Chi Minh City late in 


Barrier Reef signals the beginning of a race 
by international hotel companies to open 
hotels in Vietnam. ти 

With the government pursuing more 
market-oriented policies, foreign interest in 
Vietnam's commercial potential has reawo- 
ken after a decade of slumber. But as things 
stand now, the eager businessman who 
manages to get a seat on one of the handful 
of flights into Ho Chi Minh City or Hanoi 
faces a grim choice of accommodation. 

In the former southern capital, the exist- 
ing stock of some 350-540 adequate rooms 
(depending on whose definition of "adequ- 
acy" is used) consists of pre-1975 hotels that 
have not been upgraded since well before 
the US pullout. In Hanoi, the situation is far 
worse. With the exception of a single 
Cuban-built property, all hotels. predate 
World War II. Most of the estimated 350 
rooms feature sagging beds, dim lighting, 
leaking plumbing, non-functioning electri- 
cal sockets, and the odd rat making room 
service calls. 

A host of foreign hoteliers are keen to 
remedy the situation. European and Asian- 
based firms have a head-start in the race, be- 
cause the US-imposed trade embargo on 
Vietnam bars their large American com- 
petitors, despite their strong interest. Holi- 
day Inns International discovered this to 
their chagrin earlier this year. The British- 
owned company was on the verge of sign- 
ing an agreement to build a new hotel in Ho 
Chi Minh City when US veterans groups got 
wind of it and threatened a boycott of the 
firm's. affiliated US hotels. Even without 
that, the trade embargo would have meant 
Holiday Inn would be denied reservations 
and other back-up from the US-based Holi- 
day Corp. ao Faga 

The Saigon Floating Hotel will be first off 
the mark. Scheduled for soft opening by 


sometime in early November, the 200-room 


barge, already moored on the Saigon River, 
promises instant international-standard ac- 
commodation — complete with riverside 
tennis courts, swimming pool, and gardens. 
Owners EIE International of Japan and Mil- 
con Gulf, a United Arab Emirates-based 
trading and investment group, together 
with Sydney-based operators. Southern 
Pacific. Hotels Corp., have high hopes of 
equally quick profits. A Southern Pacific 
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spokesman said they expected occupancy 
rates of at least 8076 within the first six 
months, which should help to recoup the 
roughly A$1 million (US$778,210) a month 
the hotel had been losing at its former home. 

France's Pullman International Hotels 
has taken on the task of renovating Hanoi's 
Thong Nhat Hotel, the old French-built Met- 
ropole. Work on the 110-room Pullman 
Thong Nhat Metropole is scheduled to start 
early next year, following a six-month delay 
caused by what a Pullman executive called 
"bureaucratic problems." Opening is sche- 
duled for the end of next year. The project is 
the first in Asia for Pullman, a subsidiary of 
the French travel services group Wagon 
Lits, but the company is already negotiating 
with Ho Chi Minh City's tourism authorities 
to renovate the old Majestic Hotel, now cali- 
ed the Cuu Long. 

Another French hotel company trying to 
get in on the ground floor of the Vietnamese 
hotel business is Accor, a Paris-based hotels 
company that has mounted an aggressive 
expansion campaign in the Asia-Pacific re- 
gion in recent years. In July the company 
signed a preliminary agreement with the 
People's Committee of District No. 1 in Ho 
Chi Minh City, the main business district, to 
build a 300-350 room hotel and apartment 
project for about US$35 million. 

Christian Mury, Accor's Bangkok-based 
regional head, said that though the ven- 
ture's ultimate financial structure is unde- 
cided, it would be a joint venture between 
the municipal authorities, Accor, Societe 
Auxiliare d'Enterprises (which is also the 
main contractor for the China World Trade 
Centre in Peking), and Banque de L'Union 
Europeenne, of France. Construction is to 
begin next year with completion scheduled 
sometime in 1992 or 1993. 

In addition, Accor has plans for another 
hotel in Ho Chi Minh City, one in Hanoi, 
and other cities that are served by airports. 
The French company also signed a 
memorandum of understanding with the 
Lao Government six months ago to build a 
hotel in Vientiane, but has so far been un- 
able to find any other joint-venture partners. 

Extensive French involvement in the 
early stages of the rejuvenation of Vietnam's 


hotel industry reflects the continued 


strength of ties going back to colonial days. 
Another factor is the active role Vietnam's 
embassy in Paris is playing in wooing for- 
eign investment. 

Club Mediterranee sent two teams to 
explore potential resort sites in the last year 
at the invitation of the Vietnamese au- 
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thorities. So far no commitment has been 
made, according to a Hongkong-based com- 
pany official, though the Paris-based resorts 
company has high hopes of eventually 
building there. The main sticking point is air 
access. 

The Vietnamese Government is eager to 
highlight its new encouragement of foreign 
investment — as well as provide beds to put 
foreign bodies in. Thus foreign hoteliers re- 
port that government officials are eager to 
take a reasonable stance in negotiations dur- 
ing what one executive called "this honey- 
moon period." In August Hanoi Tourism 
sent a 14-person delegation to Bangkok to 
study hotel and restaurant management. A 
second group of hotel managers was to 
come by the end of September. 


ut the pace of new investment in Viet- 

nam will still have a great deal to do 

with US attitudes. Prior to the failure 
of the Paris peace conference earlier this 
month, there had been widespread hopes 
that the US would move away from its po- 
licy of isolating Vietnam. It now seems clear 
that Washington will maintain the embargo 
in an effort to force Hanoi and the Hun Sen 
government to compromise on the question 
of a quadripartite government in Phnom 
Penh that would assure a role for the Khmer 
Rouge. 

Until some solution to the deadlock is 
found, US hotel companies will continue to 
be barred from direct involvement in Viet- 
nam’s hotel business. This has not stopped 
them from sending exploratory missions, 
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Luxury floating hotel fills a desperate gap. 


however. "Everybody and their mother has 
been down there in the last year or so," said 
Steve Rowe, a Hongkong-based tourism 
consultant for Pannell Kerr Forster. 

Meanwhile, a variety of lesser-known 
Asian companies are pushing hotel projects. 
The president of Thaninee Trading Co. of 
Bangkok said his company had four hotel 
projects planned for Vietnam in cooperation 
with both Hanoi Tourism and Saigon Tour- 
ism. One is a three-star, 120-room hotel in 
Do Son, on the Gulf of Tonkin near 
Haiphong. Another is the Thang Loi Hotel 
on West Lake in Hanoi's northern suburbs, 
a Cuban-built property that is to be up- 
graded by the end of the year. 

Two other planned projects are a 200- 


bungalow hotel on the banks of the Saigon 
River in Ho Chi Minh City, complete with 
“international games room" and “ancient 
massage parlor,” according to Thaninee pre- 
sident Triwit Poompuang, and a floating re- 
sort hotel on Cat Ba Island in the Gulf of 
Tonkin. 

Indovina International, a subsidiary of 
the Jakarta-based Summa Group is planning 
a hotel project in Ho Chi Minh City. Hong- 
kong and Shanghai Hotels, the owner- 
operators of the prestigious Peninsula Hotel 
in Hongkong, had originally hoped to reno- 
vate one of Ho Chi Minh City’s grand old 
French-built hotels. Now the company 
plans to build a business centre first, with a 
hotel extension possibly to come later, & 
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Flight test for Hanoi 


Vietnam, in a bid to cater for the in visiting businessmen 
and tourists, many of whom are having difficulty finding seats on 
the few flights serving the country, is opening up to foreign air- 
lines and seeking to upgrade its troubled state-owned airline. 

Ho Chi Minh City, which two years ago had only two interna- 
tional flights a week, is now served by 11 flights a week. Most are 
fully booked weeks in advance. Air France, Thai International 
and Air Vietnam have eight flights to Philippine Air- 
lines and the Vietnamese airline share two flights to Manila. In- 
in June. 


Hanoi is negotiating with other airlines to expand air services 
Seed cic te Airlines py Me 
tentati qw. to begin operations Kuala Lumpur 
and Ho Chi Minh City in November. 

Officials in Ho Chi Minh City say they are talking to an In- 
donesian investor about setting up Air Saigon to serve domestic 
routes and nearby Southeast Asian cities. Two Singaporean 
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companies are reportedly discussing passenger and freight 
serices from Singapore, while Japan Airlines has discussed 
charter flights to Ho Chi Minh City and Phnom Penh in Cam- 
bodia 


Cathay Pacific and Dragon Air recently applied to Hong- 
pies in ess rg Mr siae Agit wi отрм 
service to Ho Chi City, with a decision expected 
sometime in November. Tan Son Nhut Airport in Ho Chi Minh 


City is being expanded and upgraded to handle the increasing 
number of ts. 
Services between Hanoi and have increased from 


three flights a week two years ago to five flights shared by Thai 
International and Air Vietnam. Under a joint-venture agreement 
signed earlier this year, Thai International is iding Hanoi's 
Gia Lam airport with ground-handling equipment to service the 
airline's Boeing 737s. 

Hanoi is also served by airlines from socialist countries, in- 
cluding Aeroflot, East Germany's Interflug, the Czechoslovakian 
airline and Lao Aviation. Air Vietnam flies to Phnom Penh, Cam- 
bodia, and Vientiane, Laos, besides having daily flights to Ho Chi 
Minh City and twice-weekly flights to Danang in central Viet- 
nam. But Air Vietnam has difficulty meeting even its current lim- 
ited schedule. Hanoi Radio reported earlier this year that the air- 
line had cancelled 54 flights last year. 

The report blamed the cancellations on the lack of pilots, 
moa cs reap aaa ан 
fleet of Soviet-made Antonov and Ilyushin aircraft. 

m Murray Hiebert 
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Bureaucratic boffins 


he need to make pricier, more 
technologically sophisticated goods 
has been gospel in South Korea 
since the early 1980s, when tech- 
nocrats tried to prepare the country for a sec- 
ond industrial take-off. But the task has be- 
come more urgent in the past three years as 
wages have outstripped productivity 
growth. This year, Park Un Suh, director- 
general of the Ministry of Trade and Indus- 
try's (MTD industrial policy bureau, expects 
wages to rise 23%, more than twice as fast as 
productivity. 
What is more, with developed countries 
less willing to transfer technology — and 


more likely to rap South Korea's knuckles if - 


it tries to pirate products — the country 
must increasingly rely on its own resources. 

There are some key policymakers, espe- 
cially in the Economic Planning Board and at 
the government-financed Korea Develop- 
ment Institute who would like to adopt a 
neutral policy for technology development. 
They are still scarred by the disastrous re- 
sults of government meddling in the heavy 
and chemical industry programme of the 
1970s, which left banks with several billion 
dollars in non-performing loans. For them, 
tax credits for R&D is accep- 
table; picking winners is 
not. 

The technocrats are gener- 
ally trying to nudge the econ- 
omy in the direction of greater 
liberalisation, and instil a bit 
more autonomy in the cor- 
porate sector, which still au- 


tomatically looks to the govern- $4 Aerospace industry ^ 56 0 
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Korea Inc.'s demise are prema- 
ture. These technocrats also 
worry that anything which 
smacks of explicit industrial 
targeting would invite more US and Euro- 
pean trade pressure. 

Fancy economic theories about the 
neutrality of the state and the role of the 
market carry little weight with Park and 
his colleagues at МП, however. The 
government's assistance in helping com- 
panies acquire technology is as urgent now 
as it has ever been for the men in the 
trenches at MTI. If that help has to be a bit 
less direct so as to avoid the wrath of o 
ing trade negotiators or charges of political 
favouritism, so be it. 

In fact, the government is arguably be- 
coming more interventionist as the technol- 
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South Korea 








ogy it is trying to acquire becomes more 
sophisticated. 

MTI has a number of technology pro- 
grammes under way — and it is getting 
ready to add more. A special fund for the de- 
velopment of key technologies was kicked 
off in 1987. This fund provides subsidies of 
40-80% for the development of so-called 
bottleneck technologies, such as heat treat- 
ment, printing technology and moulding 
technology, which the government thinks 
have wide applications and should be pro- 
duced domestically. . "EE 

The programme was set up with an an- 
nual funding of Won 10 billion (US$15.04 
million). The idea was to help small and 
medium-sized companies (Mis), a recurring 
theme in government economic policies of 
the 1980s. Never one to let results interfere 
with ideology, the MTI is expanding the pro- 
gramme to include big business this year — 
and upping the funding to Won 24 billion. 
Some of this money will be funnelled to 
high-profile projects such as high-definition 
television and a 16 megabit D-RAM semicon- 
ductor effort. 

The 16 megabit D-RAM project is a classic 
example of South Korea Inc.'s commitment 


nology programm 















to nurture new technologies. It is a three- 
year project involving a new government re- 
search laboratory and the country's major 
semiconductor manufacturers — Samsung, 
Hyundai and Goldstar. The private com- 
panies will together chip in Won 110 billion 
and the government will throw in another 
Won 80 billion. " 

Only Won 5 billion worth of the govern- 
ment money is a straight subsidy; the rest is 
in the form of a low-interest loan, a welcome 
source of funding given South Korea's high 
interest rates and the tight credit conditions 
many companies face. | 

Now, MTI is putting the final touches on a 
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new five-year technology development pro- | 


ject which will develop seven different in- | 


dustries. Targeted areas include microelec- | 


tronics (such as semiconductors); machine 
tools and robotics (mechatronics); aerospace 


(with the FX fighter and HX helicopter pro- | 
grammes as the cornerstone); new materials | 
(metals, ceramics and polymers); fine chem- | 


icals; lasers and biotechnology. 

The comprehensive plan, backed up by 
50 volumes of data churned out by MIT's re- 
search arm, the Korea Institute of Eco- 
nomics and Technology, is designed to pro- 
vide an overall framework for technology 
policy. The government's role will primarily 


be to guide and coordinate industry, in | 
order to avoid duplicating research and to | 


nudge companies in promising directions. 


There is no mistaking the overall direc- | 
tion of the мт: to broaden the role of govern- | 
ment. Park says that the government's share | 
of total R&D spending is projected to rise | 


from 20% currently to 30% by 1994. That 
compares, he says, with the US, West Ger- 
many and France, where the public sector 
currently accounts for 50-60% of total R&D. 
There is a catch: the public sectors of the 
US, France and West Germany spend more 
—. money on R&D because there is 
stitutions which are dedicated 
to (largely basic) research. That 


Korea. 

South Korea, like Japan, 
is likely to find that its educa- 
tion system needs to be re- 
vamped if it wants to make 
real technological progress. 
As it is, South Korea's Edu- 
cation Ministry imposes 
a deadening egalitarianism 
which condemns all univer- 
sities to the same shabby level 
of facilities, says Sung Ki Soo, 
head of the Systems Engineer- 
ing Research Institute. 

There are few research facilities at South 
Korean universities. Even personal compu- 
ters are a relative rarity, let alone more 
sophisticated data processing equipment. 

The lack of university research puts a big- 
ger burden on industry. Electronics industry 
executives, for example, complain that they 


179,871 
64,530. 


must start training almost from scratch — 


when they hire engineers out of even the 
best universities. Good as мтгѕ proposals 
are, the country's effort to acquire technol- 
ogy will benefit just as much by opening up 
the educational system and allowing room 
for excellence. u Mark Clifford 


a vast network of university in- - 


is sorely lacking in South 
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The Swiss Bank Corporation (Overseas) Limit- 
ed, Nassau, provides a comprehensive range 
of financial management services for trusts, 
companies and private clients who realize the 
Bahamas' potential as an offshore western 
base for investment and trading activities. 


For asset protection with a global connection: 
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For further information, please return this coupon to: 





Swiss Bank Corporation (Overseas) Limited, 
P.O. Box N-7757, Nassau, Bahamas 









l'd like to know more about your asset planning services. 


Please arrange for your advisers to call on me or contact 
me at the following address: 
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Address 


Phone number 





Branches of Swiss Bank Corporation in your К" i 


Swiss Bank Corporation, P.O. Box 2419, Robins 
Singapore 9044, Phone: 224-22 00 = | 


Swiss Bank Corporation, Р.О. Box 506, Hong Ко 9, | 
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CGEE ALSTHOM 1 


A NEW NAME BUT NO NEWCOMER IN . 





COMES CEGELEC. 


CTRICAL ENGINEERING WORLDWIDE. 


(Only the name has changed fm Say ) 


As of 18 september 1989, CGEE ALSTHOM vwill be called CEGELEC, a new name of 
an acknowledged international leader in its field with global engineering and produc- 
tion capabilities. 

CEGELEC will continue to focus on electrical contracting, industrial process control 

and technical assistance services, three spearhead areas in which its highly skilled 

people with a rigorous and dedicated approach to their involvement have acquired a 

wealth of expertise in meeting the requirements of wide-ranging engineering projects 

and applications. 


CEGELEC. WHEREVER THE PRESENT HAS A FUTURE. 





Is it your profit margin? Or is it lack of control? Does | 


your European operation in fact need a push in the right 
direction? 


satisfied 


Then consider the cost-efficiency of your logistic opera- 
tions. And also a cheaper and more flexible distribution 
network. 


business 1 


Concentrate in Rotterdam. It offers you up to 40% 
savings on your logistic costs, compared with shipping 
directly to national ports! It offers you access to Europe's 
most sophisticated cargo handling and distribution net- 
work! And, it puts you in control again! 

Because in Rotterdam you save on transport costs 
by shipping through Europe's best equipped port. 

Because Rotterdam is where Europe begins. 
From Rotterdam you can get any cargo virtually anywhere 
in Europe within 24 hours. By road. By rail. By river Rhine 
barge. Or by sea feeder line. 

Because in Rotterdam you store and process your 
commodities right in the centre of your European market. 
In your own or in a contracted distribution warehouse. 

Because in Rotterdam you have a wide choice of 
physical distribution specialists who can handle your entire 
job. From factory to ultimate customer 

In fact, the Port of Rotterdam offers you a variety 
of facilities so complete, other ports can only dream of 
them. The Port of Rotterdam is an environment of perfect 
partnership. 

Where over 700 competitive service specialists 
offer you one-stop shopping. 
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profits. 

The Port of Rotterdam, External and Commercial 
Affairs Department, P.O. Box 6622, NL 3002 AP 
Rotterdam, The Netherlands. Tel. Int. 31-104894120. 
Telefax Int. 31-104778240. Telex 23077. 


52 Port of Rotterdam. 
Part of your business. 


"I sure intend to find out". . 
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INNOVATION 


Fallout on the frontiers 


wonderful invention though the 

personal tape recorder like Sony's 

Walkman may be, it has added lit- 

tle to mankind's store of scientific 
knowledge. Japan's continuing emphasis 
on applied technology at the expense of 
basic research leaves it open to accusations 
of freeloading on Western science. 

Stung by such accusations, in 1985 some 
bright young bureaucrats at Japan's Min- 
istry of International Trade and Industry 
(Miti) cooked up what they thought was a 
dever riposte. They proposed that Japan 
should sponsor a big international basic 
science project whose results would benefit 
all mankind. The bureaucrats called it the 
Human Frontier Science Project. 

What would the project's subject be? Not 
themselves scientists, the Miti official's fol- 
lowed their time-honoured style of organis- 
ing research projects — ask the boffins what 
was wanted. The only difference would be 
that this time they would ask foreign boffins 
rather than local ones. 

Miti's original Human Frontier proposal 
called for funding of ¥1 trillion (US$6.79 bil- 
lion) over 20 years. Despite enthusiastic sup- 
port from then prime minister Yasuhiro 
Nakasone, Miti's plan came unstuck. 

On the home front, the proposal ran into 
heated opposition from other government 
agencies, notably the Education Ministry. It 
resented Miti's attempts to encroach on 
basic science, which it sees as its turf. 

The Finance Ministry was anti-Frontier, 
too, because of its "minus ceiling" policy of 
cuts in government spending. Many Japan- 
ese scientists also came out against the pro- 
posal, fearing that funds would be taken 
from their current research to pay for the 
new programme. 

Internationally, the Human Frontier 
faced a wall of suspicion. By the time 
Nakasone announced it in 1987 — a year 
later than intended — bio-science had been 
identified as the project's focus. But Japan's 
weakness in biology made other countries 
wonder what was going on. Some con- 
cluded that Frontier was nothing more than 
an elaborate scam by Miti to plug Western 
bio-expertise into Japanese bio-industry. 

Recognising the credibility problem, Miti 
passed official leadership of the project 
to the Japanese Scence and Technology 
Agency (STA). Last year, the agency con- 
ducted a feasibility study to determine suita- 
ble research themes. An international com- 
mittee of eminent scientists selected two 
topics: how the brain works, and how the 
body functions at the molecular level. 

The Human Frontier will fund research 
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on these topics via grants and fellowships. 
In August, it was announced that the coor- 
dinating office for the project will be located 
in Strasbourg, France. 

But funding for the project's first year will 
be just US$16.6 million, a far cry from the 
huge sums Miti had envisaged. That is 
peanuts compared with Japanese corporate 
spending on research and development 
(R&D) — computer maker Fujitsu spent 
US$1.6 billion on R&D in 1988 alone. 

Japanese Government spokesmen like to 
point out that the Human Frontier repre- 
sents the first time that Japanese tax money 
has been used to support basic research 
overseas. But the amount pales before the 
US$85 million that another Japanese com- 
pany — cosmetics maker Shiseido — said in 
August it would pay Massachusetts General 
Hospital to set up a new dermatology re- 
search centre in the US. 

While the Japanese have been attempt- 
ing to ram the Human Frontier down an un- 
willing world's throat, another bio-science 
project has sprung up which fired the imagi- 
nation of scientists everywhere. 

The Human Genome Project also dates 
to 1985. The brainchild of scientists in 





Cold testing a Sony Walkman. 


the US Department of Energy, the pro- 
ject aims to map the 3 billion-odd bits of 
information that make up our genetic inheri- 
tance. 

The human genome is made up of long 
chains of amino acids hung along thread- 
like molecules of basic gene material, 
deoxyribonucleic acid (DNA). Detail know- 
ledge of the genome's topography promises 
to revolutionise biology. For example, it 
should enable doctors to pin-point the genes 
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that cause hereditary diseases such as cystic 
fibrosis and sickle-cell anaemia, and possi- 
bly even to replace them with healthy genes. 

As yet, however, scientists have only 
managed to unravel a few, relatively short 
sequences of human DNA. The bottleneck: 
DNA must still be decoded — "sequenced" 
— by hand. This is a tedious job that 
requires considerable skill. The Human 
Genome Project aims to use automation to 
speed up the sequencing process. US scien- 
tists say that the task will take 15 years and 
cost around US$3 billion. 

The project is off to a flying start. It has 
acquired James Watson — the co-discoverer 
of DNA's helical structure — as its director, 
along with funding this year of US$50 mil- 
lion, mainly from the Department of 
Education and the US National Institute of 
Health. 

Next year, the project's organisers plan 
to ask the US Congress for official endorse- 
ment. Meanwhile, they are trying to drum 
up international support — they have been 
successful everywhere but Japan. 

At one stage, the Japanese looked as if 
they were well placed to make a big con- 
tribution. Work on an automated sequenc- 
ing system led by Tokyo University bio- 
physicist Akioyoshi Wada, funded by STA, 
and involving several leading Japanese 
equipment makers began in 1981. 

But agency bureaucrats balked at 
Wada's outspoken advocacy of joining 
forces with the US. And technical setbacks 
have caused the withdrawal of some of the 
companies, apparently worried that failure 
to produce results could damage their repu- 
tations. 

The Japanese are aware of the signifi- 
cance of sequencing research. In May, a Ja- 
panese Government-sponsored report re- 
commended that sequencing efforts should 
be expanded. But senior Japanese scientists 
warn that it will be at least two years before 
funds for such efforts will be available. 

If Japan does not participate in the 
Human Genome, it will be a great shame, 
for it undoubtedly has the potential to con- 
tribute in a big way. The official Japanese 
stance towards the project is expected to 
emerge at a conference in San Diego, 
California, at the start of October. 

Providing funds and people for the 
Human Genome would demonstrate that 
Japan is not a freeloader. But if the Japanese 
are serious about making a meaningful con- 
tribution to basic science, then it is about 
time they took steps to raise the level of re- 
search done in their universities. 

m Bob Johnstone 
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Japan s pioneering Asahi Glass has global ambitions 


Window on the world 


By Charles Smith in Tokyo 
J apan may be about to muscle into one 





of the last big industries in which the 

West has maintained technological and 
marketing dominance — glassmaking. 
Asahi Glass, the largest of three companies 
which between them share 60% of Japan's 
glass market, is in the midst of an expansion 
programme which should make it the 
world's biggest maker of conventional sheet 
glass by the early 1990s. By then it will have 
overtaken such Western giants as St Gobain 
of France and Britain's Pilkington group, the 
original developer of the float glass technol- 
ogy which revolutionised the industry in the 
1960s. 

Asahi's drive for supremacy in world 
markets has been forced by the slowdown 
in sheet glass sales in Japan. Demand for 
conventional sheet glass boomed in the 
1950s and 1960s, enabling the company to 
average about three times the profit level of 
Japanese manufacturing industry. Now, 
however, demand is growing at about the 
same rate as GNP and may soon slacken fur- 
ther. Asahi president Jiro Furumoto believes 
that conventional glass sales in Japan's 
domestic market may rise only slightly from 
last year's ¥1.4 trillion (US$9.6 billion) by 
the end of the century. 

If Furumoto is right, sheet glass ranks as 
one of Japan’s mature industries, on a par 
with petrochemicals, pulp and paper, and 
steel. However, Asahi is not about to diver- 
sify out of glassmaking. Instead, it is intent 
on maintaining the present 50-50 balance be- 
tween glass and non-glass products in its 
overall sales mix. This represents a marked 
shift in the company’s thinking. For in the 
first half of the 1980s it was assumed that 
non-glass products, including inorganic 
chemicals, would provide the main spur to 
growth in the 1990s. 

Furumoto says one of his first acts on tak- 
ing over as chief executive in January 1987 
was to revise a plan under which the com- 
pany had aimed to reduce glass sales to 40% 
of total turnover by 2000. His strategy has 
been to diversify within the glass sector, 
combining glass and non-glass technologies 
to create a new generation of hybrid pro- 
ducts that will have far higher added value 
than the conventional window glass which 
is still the company's bread and butter. 

Parachuting out of glass into unrelated 
manufacturing or service sectors is not part 
of Asahi's strategy, though Furumoto notes 
that steelmakers and other hard-pressed 
materials producing industries have had to 
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resort to such strategies. Asahi claims in- 
stead that it can afford the luxury of diver- 
sifying within its home ground because of 
what Furumoto calls a "glass renaissance" 
— an upsurge in demand for high value 
added hybrid products. 

So-called "new-glass" products have 
started to appear in the electronics industry, 
where they offer greater strength and safety 
than metals, in medical equipment, and 
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even in the construction industry, where 
glass is often stronger and lighter than con- 
ventional materials. 

Glass magnetic optical memory disks, 
liquid crystal display panels and heat-resis- 
tant glass parts for microwave ovens are 
among the most familiar new-glass pro- 
ducts. Further down the line are products 
such as glass magnetic heads for VCRs and 
building materials which combine ceramic, 
metal and glass technologies. 

Furumoto, who chairs a Ministry of In- 
ternational Trade and Industry-sponsored 
new-glass forum, which has been trying to 
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promote and coordinate research, believes 
Japan's domestic new-glass market could 
reach about ¥2.4 trillion by 2000, against es- 
timated 1988 sales of Y137 billion. Asahi's 
own corporate targets call for sales of new- 
glass to reach ¥600 billion by the end of the 
century with another ¥400 billion coming 
from conventional glass and about ¥1 tril- 
lion from non-glass products. Asahi is al- 
ready one of Japan's biggest caustic soda 
manufacturers. 

For new-glass to realise its potential, 
however, the company will have to make 
massive investment in R&D, probably quad- 
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rupling its annual R&D budget from ¥34 bil- 
lion a year (3.7% of sales) in 1989 to about 
Y 110 billion (5.5% of sales) by the end of the 
century. Financing a research effort of this 
order will in turn call for some severe cost 
cuts in other departments, including con- 
ventional manufacturing operations and ad- 
ministration. 

Furumoto says he has yet to gain ap- 
proval from his colleagues in top manage- 
ment for all of his end-of-century targets. 
But he has managed to win broad accep- 
tance of his business strategy. 

Stage one in Asahi's “asset redeploy- 
ment" plan will be to reduce the workforce 
at its plants in Japan from 6,000 to 1,000 by 
the end of the century, freeing workers for 
R&D and sales besides trimming 1,000 from 
the overall labour force of 9,000. The 
number of production workers in plants 
producing conventional glass will, in princi- 
ple, be reduced to zero within the next dec- 
ade, leaving 1,000 jobs for maintenance 
workers in the company's Japanese plants. 

Another ingredient in Furumoto's plan is 
to dilute the tradition of life-time employ- 
ment by taking in more specialised staff in 
mid-career to help on research projects. In 
the past six to seven years 17% of Asahi's re- 
cruits have come from other enterprises, 
rather than straight from university. These 
people now account for about 8% of the 
white-collar workforce. 

Furumoto makes no secret of the fact that 
most of the new policies were his own idea, 
and not the product of the "bottom-up" de- 
cision-making process favoured by Japan- 
ese corporations. Bottom-up management 
works for everyday decisions, he says, but a 
crisis requires leadership from the top. He 
also seems unrepentant that Asahi does not 
fit the conservative traditions of the Mi- 
tsubishi group of companies, of which it is a 
prominent member (the company is listed in 
most management guides as a core member 
of the Mitsubishi group and counts three 
other group companies among its top six 
shareholders). 


n fact, Furumoto claims Asahi's go-it- 

alone management style is in harmony 

with its own traditions of emphasising 
the "frontier spirit." The company has been 
a pioneer since it became the first Japanese 
company to succeed in glassmaking in 1908 
(more than two decades after Japan began 
producing its own steel). Asahi workers 
have been expected to adapt quickly to 
changes of direction ever since the 1920s 
when the company made its first big move 
out of glass into caustic soda. 

Yet Furumoto admits that his own style 
may still be viewed as controversial. When 
asked by the REVIEW how colleagues reacted 
to his shake-up of operations, he admitted, 
only half jokingly, that the president's popu- 
larity rating inside the company was proba- 
bly “extremely low.” 

The explosive demand for conventional 
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glass in developing or newly industrialised 
countries, including the Southeast Asian na- 
tions which are Asahi's natural backyard, is 
the second reason why Furumoto foresees a 
"glass renaissance." He believes the advent 
of easy-to-use float glass making technology 
is one of the key factors behind the take-off 
of glassmaking in the region. Before float 
glass, sheet glass manufacture was a craft in- 
dustry in which only countries with a fairly 
highly skilled labour force could expect to 
succeed. 

An even simpler reason for growth in the 
developing world is unsatisfied demand. 
Glass demand in developing countries 
tends to grow much faster than GNP as was 
the case in Japan itself in the years up to the 
first oil shock. But the level of investment re- 
quired means that production is often con- 
centrated in a few hands. Thus the key to 
success is to be in on the ground floor as 


Asahi itself was in the first stages of Japan's 
glass industry. 

Furumoto sums up Asahi's philosophy 
of overseas expansion as "spiritual inter- 
nationalisation" — a phrase which appa- 
rently covers everything from having mid- 
dle and senior managers study foreign lan- 
guages to propagating an enthusiasm for 
spreading Japanese culture in the outside 
world. At a more practical level the com- 
pany has shown remarkable skill at identify- 
ing, and working closely with, the local in- 
terests that can help it win entry to what is 
often a highly politicised industry. 


T he result is that Asahi and its partners 


now dominate the Thai and Indone- 
sian glass industries. The company is 
also on the threshold of becoming the only 
domestic manufacturer in the Philippines. 
Overseas operations have proved profitable 
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Asahi launches expansion drive in Asta 


Overseas focus 





By Charles Smith in Tokyo 


breakdown of overseas investments 
As Japanese industry would almost 

certainly show that while manufac- 
turers of finished goods, such as cars or 
textiles, have poured money into offshore 
manufacturing in the past decade materials 
industries have stayed at home. The glass 
industry is the exception — or rather one 
company in the industry, Asahi, has chosen 
to flout the rule. 

Asahi Glass employs 14,000 workers in 
nearly 30 factories outside Japan and derives 
about a quarter of its sales from its foreign af- 
filiates. Its avowed aim is to become not just 
a multinational but what president Jiro 
Furumoto calls a “global enterprise," mean- 
ing a company that sees the world as a single 
market. 

The reason why offshore business has 
boomed, especially in the past five years, is 
that the revolutionary invention of the float 
glass process, by the British glassmaker Pil- 
kington, made glass making as simple (in 
the words of Furumoto) as "taking snap- 
shots with a bakachon [literally, idiots] cam- 
era." Companies like Asahi, which at one 
time shipped glass from Japan to Southeast 
Asian countries like Indonesia and Thai- 
land, accordingly found themselves forced 
to manufacture locally or to hand over their 
markets to local producers. 

Asahi actually did both. It has become 
the dominant force in the Indonesian and 
Thai markets and has begun building a float 
glass plant in the Philippines which will be 
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the sole domestic producer. In each case, 
however, the company has taken pains to 
make itself acceptable by teaming up with a 
local partner, often chosen for his political 
connections. 

In Indonesia, the same local sharehold- 
ers who own 51% of PT Asahimas Flat Glass 
Co., the Asahi affiliate which controls 5095 
of Indonesia's sheet-glass 
market, are executives of 
Rodamas, a conglomerate 
which has interests in bank- 
ing, and monosodium gluta- 
mate and in caustic soda 
(through another joint ven- 
ture with Asahi). 

Rodamas itself has no di- 
rect connections with the 
family of President Suharto, 
but the Subentra group, 
which is partly controlled by 
a foster brother of the presi- 
dent, is a shareholder in PT 
Asahimas Subentra, the 
Asahi caustic soda venture in 
Jakarta. Rodamas itself owns 
a second sheet-glass factory 
in Surabaya which controls an additional 
large chunk of Indonesia's domestic glass 
market. 

In Thailand, where Asahi admits to a 
90% share of the sheet-glass market, 
the company works with two major busi- 
ness groups, Sri Fueng Fung (SFF) and Siam 
Cement. SFF executives including Kiarti Sri 
Fueng Fung, hold 55% of the shares in Thai 
Asahi Glass, the country's dominant glass- 
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— perhaps hardly surprising in an industry 
where there are often only one or two major 
producers. 

Asahi's plans for investment abroad and 
diversification at home mean that the com- 
pany should roughly double its sales be- 
tween 1991 and 2000 — from * 1 trillion to at 
least ¥2 trillion. Profits, meanwhile, should 
rise proportionately, from 10% to 15% of 
turnover. 

The company’s plans for expansion and 
diversification may look ambitious to out- 
siders, including the other two Japanese 
glassmakers, Nippon Sheet Glass and Cen- 
tral Glass, which seem to be under more 
conservative and cautious management. 
What is certain, though, is that by the early 
1990s Asahi will have overtaken its rivals in 
Europe and the US to become the largest 
and most diversified of the world’s big four 
glassmakers. ® 


maker, and a minority stake in Thasco 
Chemical company, an Asahi-affiliated 
caustic soda manufacturer. SFF has links to 
the ruling Chart Thai party, which Asahi 
may have found useful. 

Asahi has yet to work out the owner- 
ship structure of a second Thai plant to 
be established in 1991 but it seems likely 
that SFF will once again play a major 
role, Asahi and sFF are credited with hav- 
ing induced Thailand's Board of Investment 
(BO) not to give its blessing to a third 
glass-making project proposed by Guardian 
Glass of the US. But Asahi's Tokyo head- 
quarters denies that it influenced Bor's deci- 
sion. 

Asahi's attempts to provide itself with 
an acceptable face in an in- 
dustry where oligopoly is the 
order of the day have not 
stopped at bringing in care- 
fully chosen partners. The 
company prides itself on 
minimising the number of Ja- 
panese workers in its over- 
seas ventures, maintaining a 
rule of thumb that while ex- 
patriate numbers can be in 
double figures during the 
first year or so of new pro- 
ject, they should afterwards 
be reduced to single digits. 
Reflecting this only a quarter 
of 28 Asahi overseas affiliates 
are headed by Japanese pre- 
sidents. 

Another Asahi tactic for dissolving local 
resentment has been to propagate stock 
ownership by locals. Thus the company 
originally owned all of Indo-Asahi Glass, a 
sheet-glass maker acquired in 1956, but now 
owns only 39.75%, having floated the re- 
maining shares on the Calcutta stock- 
market. Glaverbel SA, a long, established 
Belgian glassmaker which Asahi bought in 
1981 was also originally a 100% subsidiary, 
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but Asahi has now cut its holding to 75%. 

Part of the remaining 25% is held by a 
Belgian local development authority. Asahi 
says it plans to continue to widen ownership 
of its overseas affiliates by floating the shares 
of at least one company on a local stock- 
market each year. 

Asahi's overseas float-glass plants in 
countries like Indonesia and the Philippines 
face a problem common to glassmaking in 
many developing countries. The float-glass 
manufacturing process requires a minimum 
operating scale of around 400 tonnes of glass 
a day — and this is sometimes more than the 
local market can absorb. But Asahi's execu- 
tive vice-president for international opera- 
tions, Kazuo Kamiya, says the company has 
reached the point where it can adjust 
surpluses in one country against decficits in 
another, shipping glass from Thailand to 
Japan or from India to Indonesia. In future 
Asahi aims to maintain a 24-hour informa- 
tion system to ensure immediate realloca- 
tion of supplies between different markets. 

Asahi's drive to establish itself as the do- 
minant sheet glass maker in the Pacific re- 
gion has been less successful in the North- 
eastern Asian NICs than in Asean. In Taiwan 
the leading float-glass maker is a partnership 
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Asahi's plant in Cilegon in Indonesia. 


between local interests and Britain's Pil- 
kington group while the French conglomer- 
ate, St Gobain, has a technology exchange 
agreement with South Korea's leading glass 
maker. 

Asahi has so far opted to stay out of 
China, unlike Pilkington and the top US 
glassmaker, PPG, which have joint ventures 
producing sheet glass by the float-glass 
method. But the company appears worried 
by its relatively weak Northeast Asian pre- 
sence. One reason, according to Furumoto, 
is that the poorer nations of Southeast Asia 


offer far higher potential growth for sheet 
glass than the rich countries of Northeast 
Asia where glass windows are the rule 
rather than the exception. A second point is 
that sheet glass is no longer the only, or even 
the most important focus for Asahi's drive to 
become a global manufacturer. 

The manufacture of glass bulbs (picture 
tubes) for TV sets is a growth area, where 
success depends on establishing export 
bases in strategic locations rather than sup- 
plying local markets from domestic produc- 
tion sites. Asahi acquired its first offshore 
production base for television bulbs in 1980 
when it took over Taiwan television bulb 
maker, Pacific Glass Corp. It followed this 
up in 1985 by establishing a second (100%- 
owned) bulb maker in Singapore, and is 
now about to begin production in Thailand 
at a joint venture with Siam Cement. 


utside Asia, Asahi's main bulb-mak- 
() ing interests are in the US where it 

owns a 36.2% stake in Corning Asahi 
Video Products, a company formed in 1988 
to take over the bulb making interests of 
Corning Glass. Furumoto says Asahi plans 
to up its stake in this company, possibly be- 
coming sole owner eventually. He puts 


to guarantee its local loans. 


Ata time when local interest rates are expected to rise, RAGC's 
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Profitable partnership 


Asahi Glass's P3 billion (US$138.9 million) joint venture with 
Manila's Republic Glass Corp. — majority owned by former Mar- 
cos energy minister Geronimo Velasco and by a company closely 
associated with opposition senator Juan Ponce Enrile — is the 
country's biggest confirmed industrial project. 

Work started in February on the plant in Pasig, Manila, 
and the plant is expected to be up and running by 1991. Re- 
public Asahi Glass Corp. (RAGC) will be the Philippines' biggest 
glass-manufacturing plant, employing 900 workers, and 
producing 400 tonnes of glass a day. According to its application 
to the Board of Investments (BOI), the company expects to 
produce 87,552 tonnes in 1991, rising to 98,496 tonnes in 
1992 


Moreover, since it will be the first Philippines’ glass-making 
plant to use the float process the BOI expects the project to up- 
grade the country's glass production technology to a “world class 
level.” 


The plant will make figured, tempered and mirrored glass, 
which will be sold to domestic and export markets. In the Philip- 
pines, the company aims to profit from the continuing construc- 
tion boom. But a major part of project's output is expected to be 
exported to Southeast Asian countries. 


RAGC — 51% owned by iblic Glass and 49% by Asahi 
Glass — has attracted the t foreign loan to any Philippines- 
based company since the debt crisis of 1983. The Export-Import 


Bank of Japan in July 1988 agreed to lend the project US$50 mil- 
lion on attractive terms. 

The Export-Import Bank's backing helped the project 
raise loans from a consortium of Manila banks, and from 
the government's Social Security S . RAGC has sought 
a P700 million standby credit line from the Bank of Tokyo 
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loan carries an interest rate "slightly below Libor [London inter- 
bank offered rate],” according to Yoshinori Kawasaki, the Ex- 
port-Import Bank's Manila representative. It is repayable over 10 
years, with a five-year grace period, and is US dollar denomi- 
nated. 

Of the project's cost, P1.2 billion will be put in as equity by 
Asahi Glass and Republic Glass, while the remaining Р1.8 billion 
will be borrowed. This satisfies BOr's stipulation that at least P970 
million be put up in equity by the joint venturers before the start 
of commercial operations in 1991. 

The new plant will be integrated with Republic Glass Corp.'s 
operations, which will strengthen that firm's near-monopoly in 
the industry. Republic Glass is one of the Philippine's biggest 
manufacturing firms, and ranked 151st last year in terms of turn- 
over. 

The firm's profits nearly doubled to P68 milllion last year, be- 
cause of the huge demand for glass not only from the construc- 
tion industry, but also from both the appliance and car-manufac- 
turing sectors. The firm is the sole supplier of car windows to 
local carmakers. 

It is ironic that Asahi has chosen Republic Glass Corp. as its 
"influential" local partner, which is controlled by two key officials 
of deposed president Ferdinand Marcos — Velasco and Enrile. 
Velasco, according to an August status report of the Presidential 
Commission on Good Government (PCGG), still faces criminal 

filed late last year by the PCGG at the Sandiganbayan, a 
special court which hears such cases. 

Documents submitted in April by Republic Glass to the Sec- 
urities and Exchange Commission showed that out of the firm's 
54.6 million shares, Gervel Co. — the holding company for Vel- 
asco's interests — holds 55%, 

A further 35% is owned by Jaka Investments, Inc., the hold- 
ing company for Enrile's expanding conglomerate, which is 
chaired by his wife Cristina. п Rigoberto Tiglao 
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Asahi's worldwide share of television glass 
bulbs at 50-55% but admits this is not just the 
result of expansion by Asahi itself. Japan's 
dominance in consumer electronics has 
exerted a magnetic pull on companies mak- 
ing glass components. 

Glass for cars, in which the company 
claims a 22% share of the world market, is 
another strategic area in which Asahi has felt 
a pull from outside. Asahi makes glass for 
the motor industry in three Asian locations, 
Taiwan, Thailand and Indonesia. But the 
scale of operations in Asia is small compared 
with the US where the company was virtu- 
ally forced to invest in order to keep up with 
the advance of Japanese car manufacturers. 

Asahi began making safety glass for 
cars in Ohio in 1985 after Honda, the 
first Japanese company to make passenger 
cars in the US, declared itself dissatisfied 
with the local product. Its Ohio plant, 
which is jointly owned with PPG, the No. 1 
US glassmaker, now turns out enough 
glass for 700,000 cars every year, and has 
reached maximum capacity. In October 
1989, Asahi plans to open a second car 
glass plant near Toyota Motor Co.'s main 
US plant in Kentucky. 

Furumoto claims Asahi now has enough 
overseas projects in place or in the pipeline 
to ensure that it will be the world's top glass- 
maker in terms of float-glass capacity by the 
early 1990s. But the company is far from 
having finished building up its international 
network. The EC, with its growing contin- 
gent of Japanese carmakers and electronics 
companies is one area where Asahi might 
want, or be forced, to do more. The com- 
pany also admits to being intrigued by East- 
ern Europe, though negotiations on a plan 
to build a float-glass plant in Poland are 
moving slowly because the high risks in- 
volved. 

A special twist to Asahi's overseas stra- 
tegy has been the role of its Belgian sub- 
sidiary, Glaverbel, as proxy in two impor- 
tant investments. Glaverbel, rather than 
Asahi, has taken the lead in a plan to manu- 
facture float glass in Quebec, Canada (be- 
cause of the company's French-speaking 
background). In the US friendly personal re- 
lations between top executives led to Glaver- 
bel participating in a management buy-out 
of AGF, the second ranking US glassmaker. 
Glaverbel now holds 20% of AGF, but has op- 
tions to acquire a majority stake. Coupled 
with Asahi's direct involvement in television 
glass bulbs and safety glass for cars this adds 
up to a formidable presence in the world's 
largest glass market. 

Asahi's overseas expansion will mean 
that the company will be deriving 35% of its 
revenue from offshore sales (including di- 
rect exports from Japan) by 2000 against 25% 
today. Long before that Kamiya says the 
company will have reached the point where 
all business decisions, including those on 
where to locate new plants and where to 
carry out R&D activities are made globally. m 
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COMPANIES 3 


Glass technology and the shape of things to come 


Looking to the future 








By Bob Johnstone in Tokyo 


ntil recently, the prime requirement 
| | for glass was invisibility. Today, says 

Tetsuya Uchino, general manager of 
Asahi Glass' R&D division, the trend is to- 
wards glass that makes its presence felt. 

As an example of what Uchino means, 
he singles out liquid crystal displays (LCDs), 
which initially were used to show numbers 
on hand-held electronic calculators but are 
now found on many types of electronic ap- 
plicance. These consist of two layers of pat- 
terned glass sandwiching special molecules 
that block or pass light depending on an 
applied voltage. 

But the trend towards higher-profile, 
higher value-added products can also be 
seen in each of Asahi Glass' three main busi- 
ness divisions: construction, automotive 
and television picture tubes. 

In construction, the obvious example of 
visibility is the mirror-like heat reflective 
glass used as facings on office blocks. Less 
apparent is the increasing use of glass fibre 
to reinforce concrete, a mixture which pro- 
duces a tough but lightweight construction 
material. 

In addition to shielding office workers 
from the sun's heat, glass can also be used 
to shield computers from electromagnetic 
waves in the atmosphere. To prevent dam- 
age to data, computer rooms have had to be 
windowless or located underground. A 
new electromagnetic shield glass for 
computer room windows introduced by 
Asahi this year should reduce the claus- 
trophobia data-processing workers have to 
suffer. 

In automotive applications, the main 
challenge is how to mould glass into the in- 
creasingly complex shapes that designers 
are dreaming up. In extreme cases, almost 
the entire top part of a vehicle body must be 
made out of glass. Pressing such shapes 
poses some knotty problems. Temperature 
control is particularly tricky. 

With simple flat shapes like rectangles 
and triangles, the glass hardens at a more or 
less uniform rate. Make panels bigger and 
add curves, however, and hardening be- 
comes more difficult to handle. To solve the 
problems, glassmakers have had to develop 
sophisticated, computer-controlled techni- 
ques that use air jets to keep the rate of cool- 
ing uniform. 

Once pressed, the glass sheets must then 
be coated with thin films of material that im- 
part functions such as thermal reflectivity. 
Much care is needed in applying such films, 
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to avoid introducing irregularities in the 
panel's appearance. 

In television tubes, coating technology is 
also needed to make screens non-reflective. 
A major trend in televisions these days is to- 
wards ever bigger screens. But the bigger 
the screen, the more difficult quality control 
becomes. Bubbles in the glass are a particu- 
lar nuisance. Bad enough in conventional 
screens, the bubble problem is magnified 
when trying to make screens for large-area 
LCDs. 

The reason is that, in LCDs, the electrical 
driver circuits that control the passage of 
light are deposited directly onto the glass of 
the screen. A single defect in the glass is 
enough to introduce a permanent defect in 
the picture. 

Producing, screens which are both large 
and flat is reckoned as crucial to the future 
success of high-definition television. (A con- 
ventional, cathode ray tube for this new 
generation of television would require a box 
as deep as a small bathtub to house it.) 

Asahi Glass is one of 20 companies par- 
ticipating in a research consortium backed 





Ultra-thin glass: value-added products. 


by Japan's Ministry of International Trade 
and Industry (Miti) whose aim is to develop 
large liquid crystal screens that can be hung 
like a picture on living room walls. But for 
the project to succeed, Uchino reckons that 
the number of bubbles in the screen glass 
must be reduced by a factor of a hundred, a 
challenging prospect. 

If they can be developed, such screens 
would fall into the category of “new glass," a 
market already worth around US$1 billion 
last year, according to Miti estimates. The 
ever-optimistic Miti predicts that by the turn 
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of the century the market for new glass will 
soar to around US$18 billion, a compound 
annual rate of growth of 27%. 

For its part, Asahi Glass forecasts that by 
the year 2000 almost a quarter of its sales will 
come from new glass, up from less than 2% 
now. What sort of things will be made out of 
new glass? The basic theme, says Uchino, is 
the modification of light. Current examples 
of new glass products that Asahi Glass pro- 
duces include the quartz masks used to 
transfer microchip patterns onto silicon waf- 
ers, and wave-splitters and light-guides 
used in opto-electronics. 

Perhaps Asahi Glass' most promising 
new glass products are disks aimed at the 
large (and rapidly expanding) market for 
computer hard-disk drives. Developed as 
part of a joint venture with Komag, a US 
hard-disk drive specialist in which the Ja- 
panese company has a major shareholding, 
glass disks are intended to replace the con- 
ventional metal products. 

The advantages of glass disks over metal 
ones are that you can make them thinner 
and flatter. Thinness is good for reducing 
weight and increasing compactness, factors 
which are becoming more important as the 
business world moves from desktop to lap- 
top computers. Flatter is good because it al- 
lows the drive's read/write heads to fly 
closer to the surface of the disk. Asahi Glass 
is currently distributing sample disks to po- 
tential customers. 


isks are an example of downstream 
р diversification. In the past, Asahi 

Glass also pursued a policy of up- 
stream diversification, into the commodi 
chemicals that form the basic materials for 
glassmaking. 

About 40% of the company's sales come 
from chemicals. Among its most successful 
products have been chlorofluorocarbons 
(CFCs), the now-notorious compounds ac- 
cused of damaging the ozone layer. Asahi 
Glass is Japan's second-largest producer of 
CFCs, with a market share of just over 30%. 

Almost half of total Japanese СЕС con- 
sumption is type 113, an industrial solvent 
widely used in the semiconductor industry. 
Ever since the establishment of a link be- 
tween CFCs and atmospheric damage, an in- 
tensive search for replacements has been 
under way. 

In February, as the result of screening 
some 350 candidates, Asahi Glass became 
the first firm to announce that it had found a 
promising substitute for the ozone-deplet- 
ing chemical. The company claims that the 
compound, known as CFC-225, can per- 
form the same functions as 113, but decom- 
poses much faster, causing less than one 
tenth as much the damage to the ozone 
layer. Sample shipments of type 225 are 
scheduled to begin in October. Uchino ex- 
pects that evaluation and full scale commer- 
cialisation of the new product will take from 
two to three years. Ж 
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ECONOMIC MONITOR: 


BANGLADESH 


Targeting employment 


s the third five-year plan nears a 
close, Bangladesh planners are put- 
ting final touches to the draft of the 
fourth five-year plan. Basic objec- 
tives of the new plan are much the same as 
those of the current plan: to generate more 
employment in the rural areas, boost ag- 
riculture to achieve food self-sufficiency and 
ealleviate poverty. 

The private sector will continue to receive 
special attention during implementation of 
the fourth plan. The cabinet is expected to 
finalise and approve a draft soon. 

Bangladesh has suffered from successive 
natural calamities during the third plan 
which hampered efforts to achieve growth 
targets. According to informed sources, 
the shortfall will be about 30% for invest- 
ment and about 45% for employment crea- 
tion. 

While Planning Minister A. K. Khan- 
dakar has said that the fourth plan would be 
grounded in reality, the planners have set a 
growth target of 6% a year compared with 
5.2% in the previous plan and an actual 
achievement of around 3% growth during 
the period. 

The Planning Commission says that the 
upozilas (subdistricts, the lowest administra- 
tive tier) are to be reoriented to become 


The aid lifeline 
For it 1a 


growth centres in which the private sector 
will be encouraged to play a major role. The 
performance of the private sector was poor 
during the first three years of the current 
plan when it could not fulfil even half of the 
investment target. 

Public investment has also fallen behind, 
with a shortfall of about 40% for 1985-88. 
This has resulted largely from the losses 
caused by natural calamities, resource con- 
staints and increased expenditure in the 
non-productive sectors. Natural disasters 
have forced the government to divert 
meagre resources to meet current expendi- 
tures. 

Project aid implementation was also slow 
(currently there is about US$6 billion of pro- 
ject aid in the pipeline) because of precondi- 
tions set by the donors, such as a compul- 
sory 20% mobilisation of local resources be- 
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fore the project aid can be touched. It was al- 
most impossible to fulfil this condition dur- 
ing the past fiscal year which has seen the 
worst floods in the country’s history — the 
generation of local funds for development 
was only 9%, At the World Bank-led aid 
consortium meeting in Paris in April, the 
mandatory local fund component was re- 
duced to 13%. This is expected to accelerate 
the use of project aid during the current fis- 
cal year. 

Private and public investment in the cur- 
rent fiscal year (ending June 1990), the last 
year of the third plan, appears to have 
picked up in the absence of any major 
natural disaster, though it is too early to talk 
of a major turnaround. 

Meanwhile, the Planning Commission 
says that during the first three years of the 
current plan only 2.3 million new jobs were 
created compared with the target of 5.1 mil- 
lion. The government's employment gener- 
ation programmes through successive five- 
year plans have never been fulfilled. In the 
first plan (1973-78), the employment genera- 
tion target was 5.4 million but only 3 million 
new jobs were created. During the two-year 
interim plan (1978-79) only 60% of the 
targeted 1.8 million new jobs were created. 
The second plan (1980-85) had probably the 
best results, generating 3.2 million new jobs 
against a target of 3.5 million. 

Economists estimate that new jobs have 
been created faster in the informal sector of 
the economy which has largely remained 
outside the purview of the planners. Job op- 
portunities in the organised sector has suf- 
fered badly. Private investment in the indus- 
trial sector on which great reliance was 
put has stagnated during the past three 
years. Although Taka 35.21 billion (US$1.1 
billion) of industrial investment—was ap- 
proved, actual investment was only Taka 6.8 
billion. 

Meanwhile, a two-year study’ on infor- 
mal financial market and informal credit 
market carried out by Bangladesh Institute 
of Development Studies has revealed that 
the actual size of this market could be 50- 
90% of total bank credits available in the 
country, playing a previously unidentified 
and important role in the economy. 

The study says that in 1987, the size of 
the informal financial market was estimated 
at more than Taka 5.5 billion compared with 
total institutional lending of Taka 9.5 billion. 
Economists at a recent seminar on informal 
financial markets suggested that if these 
could be given an institutional identity they 
could play a bigger role in national develop- 
ment. : a S. Kamaluddin 
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Manila's tragic triumph 


t is not difficult to be optimistic about 

the Philippines economy. After all, the 

ingredients for optimism are there: the 

apparent recent calming of the political 
waters; a new confidence in the govern- 
ment's ability to carry through reforms; in- 
vestment from Taiwan; and the prospect of 
a lot more money from the international 
community. 

The present constellation of geo-political 
events is also about right: a more confident, 
self-assertive government; the withdrawal 
of generalised system of preferences from 
some of its more successful East Asian 
neighbours; and the country's second place 
ranking behind Mexico in the Brady Plan 
(possibly even higher if the "unconnected" 
negotiations on the renewal of the US bases 
are included). 

Indeed, the record of the recent negotia- 
tions with the IMF, culminating in the March 
1989 Letter of Intent (LOI), seems to provide 
evidence that even some of the more scepti- 
cal observers are beginning to see light at the 
end of the tunnel. The IMF's willingness to 
accept the government's 6.5% growth rate 
target, for example, presumably indicates 
the enhanced credibility of current economic 
policies. 

The agreement's significant components 
are: 
> An increase in the tax-GNP ratio from 11% 
in 1988 to 14% in 1992. 
> A rebuilding of the investment rate to 
24%, with special emphasis on public in- 
vestment. 
> A decine in the budget deficit from 2.8% 
of GNP in 1988 to 1-1.5%. 
> Continued liberalisation of the import re- 


gime. 

> Increased competitiveness for the bank- 
ing industry via a phasing out of the gross 
receipts tax on financial institutions as well 
as the 20% withholding tax on interest in- 
come for inter-bank transactions. 

According to this programme, by 1992 
the Philippines would be able to make up 
. lost ground and prepare for NIC-dom. 

It is true that the Philippines has a golden 
opportunity to enhance its lot — but the 
odds are stacked hugely against it tackling 
the deep structural problems it needs to re- 
solve if it is to make real progress. Coun- 
tries, of course, always manage to muddle 
through; but the social and economic costs 
of missing the opportunity currently pre- 
sented, probably not to come again, should 
be ised. 

My scepticism derives partly from what 
the LOI had to say but, more importantly, 
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from what it did not say. As for the LOI's con- 
tents, in the agreement to lower real interest 
rates, the only promise made is that the real 
rate would be positive. Much of the official 
market will be left to credit rationing. The 
large gap between it and the informal mar- 
ket will be maintained. And it ignored the 
fact that many non-agricultural credit lines, 
especially those under the auspices of the 
Department of Trade and Industry (рт), 
continue to be heavily subsidised. 

The reference to making the banking sec- 
tor more competitive, the commitment to 


oe 
It is true that the Philippines has 
a golden opportunity to enhance 
its lot — but the odds are stacked 
hugely against it tackling the 
deep structural problems it 
needs to resolve if it is to make 
real progress. 
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phase out the gross receipts and withhold- 
ing taxes is circumscribed by the phrase 
“consistent with the government's overall 
tax revenue targets." This has been the offi- 
cial excuse for procrastination for more than 
a decade. The ominous "small print" reap- 
pears in the section relating to the poten- 
tially crucial encouragement (rather than the 
present discouragement) of additional rural 
branch banking when the phrase “by qual- 
ified institutions" is added. This caveat will 
presumably let the central bank maintain its 
well-known "over-banking" phobia. 
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In the proposed continued import 
liberalisation programme, one cannot help 
but note that а new ОП involvement in 
licensing, ostensibly "to improve the data- 
base," is being contemplated. One can only 
surmise that this will lead to an increase in 
process protection at the very time when the 
enhanced liberalisation is being officially 
proclaimed. 

Even more telling is what the LO! leaves 
out. There is no mention of decentralising 
the way public-sector infrastructural invest- 
ments are allocated. Despite the constitu- 
tionally mandated requirement for some 
form of decentralisation and despite discus- 
sions encouraging some form of block grant 
programme, these issues are not even 
raised. The absence of a firm commitment 
makes it difficult to derive much comfort 
from the Lor's genuflection towards the im- 
portance of rural development. 

The conclusion seems to be that the 
Philippines, and some of its creditors, view a 
return to the reasonably high growth rates 
of the 1970s as the "promised land." The 
focus of recent debate, on a 5.5% versus a 
6.5% projected growth rate, with little em- 
phasis on increasing efficiency in the econ- 
omy or in its basic restructuring, merely un- 
derlines this point. 

This return to the atmosphere of the 
1970s suggests a deep misreading as to what 
still ails the Philippine economy and what 
needs to be done to ensure sustainable 
growth. In the 1970s, the Philippines had 
one of Asia's worst income distributions, 
and the highest absolute poverty levels in 
Southeast Asia. This is still true today. 
Furthermore, despite continued, if half- 
hearted land reform efforts, the Philippines 
retains one of the worst land tenure sys- 
tems, the largest mass of landless rural 


} R 


ә 


+ 


Lu 1 


Aquino: calming of political waters sets stage for growth. 
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workers, and the most pronounced urban 
industrial bias. 

If the heavy foreign-debt burden were 
lifted from the Philippines tomorrow, none 
of the system's underlying development 
problems would be closer to solution. 
Moreover, today's debt problem stems 
largely from the failure to make basic 
changes in development strategy in the 
1970s. Others, like South Korea, also bor- 
rowed heavily but allocated these resources 
more effectively. Depressingly, cancelling 
Manila's debt tomorrow would probably 
just prop up the status quo — and possibly 
sow the seeds for future difficulties. 

Much of Manila’s current optimism 
stems from the feeling that enough foreign 
money will be found to allow a resumption 
of high growth rates. This only serves to 
reinforce my worst fears — that in this con- 
text, the proposed Philippines Action Plan 
(PAP) could do more harm than good. 


he Philippines grew reasonably 

fast in the 1960s, fuelled mainly by 

intensively exporting natural re- 

sources. It also grew reasonably 
fast in most of the 1970s, fuelled by commer- 
cial bank debt. It would be an ironic tragedy 
if, after the considerable soul-searching 
prompted by the recent economic crisis, 
donors now endorsed a public debt-fi- 
nanced return to the same old path. 

It increasingly looks as if much more for- 
eign money will indeed be flowing into the 
Philippines over the next decade, even in 
the absence of any new major multilateral 
aid initiative. But is there a determination to 
use this to change the structure of the econ- 
omy? Or will it merely underwrite the 
Philippines' return to a past failed pattern of 
growth? 

The beneficial soul-searching provoked 
by the austerity of 1982-86 is now being dis- 
sipated as a sense of complacency gathers 
steam. Current discussion about all the po- 
tential sources of additional resources, in- 
cluding the PAP, encourages this tendency. 
This is a profound shame — the sacrifices of 
the past few years are likely to have been 
wasted. 

The Philippines’ tendency to “relax,” 
combined with the relative lack of a cohesive 
nationalist spirit, has traditionally meant 
that instead of pulling together for mutually 
beneficial productivity gains, various in- 
terest groups struggle to appropriate exist- 
ing large rents. While this struggle is fought 
out in the export-oriented and foreign-in- 
vested enclaves, the domestically oriented 
hinterland remains severely neglected. The 
hard fact is that very little attention has ever 
been paid in the Philippines to vigorous 
rural growth, balanced between agriculture, 
rural industry, and services. Even less atten- 
tion has gone into the public sector decen- 
tralisation this process demands. 

The forces arguing for the resumption of 
the 1970s posture are thus formidable. On 
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the one hand, despite the debt problem, the 
Philippine economy today feels relatively 
comfortable, owing to a number of factors. 
Moreover, much of this optimism is based 
on the country's strong geo-political stand- 
ing with the US as well as Japan. Equally 
dearly the Philippines is finding it much 
easier to avoid substantive, possibly painful, 
structural changes. In this environment 
there is likely to be overwhelmingly strong 
"need to lend" for geo-political reasons, on 
the one hand, and for the "need to borrow" 
to avoid domestic adjustment, on the other. 
As a consequence the system will probably 
find it possible to continue its non-optimal 
growth path for some time to come. 

Many people, including thoughtful 
Filipinos, recognise the need for restructur- 
ing. But with the pressure off, these issues 
have increasingly taken a back seat. Con- 
sequently, the very economic opportunity 
that the Philippines’ geo-political impor- 
tance provides threatens to be the undoing 
of its political economy. While the Philip- 
pines is certainly not alone in preferring the 
quiet life to painful economic restructuring, 
it is undoubtedly one of the foremost prac- 
titioners of the art. 

As a result, there is little reason to believe 
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that the current chance to bind up the na- 
tion's wounds by combining increased for- 
eign funds with really major shifts in deve- 
lopment strategy will be grasped. The only 
(rather forlorn) hope is that it might just 
examine the rather heroic policy changes 
Mexico has adopted over the past couple of 
years. The Mexican strategy comes close, in 
my view, to an ideal sequence — a society 
first painfully developing an internal social 
contract, and only then appealling to inter- 
national community for the support to ease 
that pain. 

There are many influential Filipinos who 
agree that the country will never catch up 
with its neighbours if "business as usual" 
is permitted. It is no longer a question of 
knowing what to do, but rather a question of 
forging the political consensus to do it. This 
requires a willingness by the international 
community to pause in its effort to force 
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more money down Philippine throats. 

Instead, both sides should view the po- 
tential additional resources as something to 
be negotiated, not with the primary aim of 
reaching overall resource flow levels, but 
with a focus on major shifts in policies. 

Uncharacteristically, the Philippine Gov- 
ernment would have to propose a five-year 
restructuring programme focusing, largely 
on the rural economy. And the donor com- 
munity would have to be willing to hold off 
on until the Philippines is ready to propose 
such a programme of structural reform. 

The general contours of such a program- 
me are pretty well known. It must be formu- 
lated by Filipinos, who recognise the oppor- 
tunity that now exists and are willing to do 
something about it — rather than follow the 
customary path of least resistance. They 
must focus on such strategic issues as the 
implementation of effective public and pri- 
vate sector decentralisation, accompanied 
by a national programme of block grants to 
every municipio and, eventually, every barrio 
in the country. 

If the PAP is to overcome Filipino suspi- 
cions, and encourage real progress, it ought 
to be shifted towards a five- or even 10-year 
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tached to it should be increasingly self-im- 


Most likely nothing will emerge out of 
the PAP beyond a large shopping list of pro- 
jects and programmes. Perhaps, however, 
there is still time for the challenge of funda- 
mental change to be met. For example, pre- 
cisely how can foreign resources assist in de- 
centralisation efforts aimed at mobilising the 
rural economy? We know that the develop- 
ment success stories all managed to increas- 
ingly rely on the mobilisation of their human 
resources — using natural resource exports 
and foreign capital to help get them there. 
All the odds are against anything like this 
happening in the Philippines; but it is the 
only way in which real progress can be 
made. a 


Gustav Ranis is the Frank Altschul Professor of 
International Economics at Yale University. 
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It is no longer sufficient for in- 
vestment banks to offer issuer or 
investor clients advice purely on their 
domestic capital market. 

These days, after all, investors 
are focusing more and more on 
global sector trends. Not just at an 
individual country's investment 
potential. 

Thats why, at BZW, we have 
one of the world's largest teams of 
cconomic, fixed income and equity 
analysts. 

They provide the cross-border 
intelligence on 21 countries and 2000 
companies which backs up our ability 
to value and place securities, and 
support an after market in those 
securities, throughout the world. 

Whether it's bonds, swaps, other 
hybrid instruments or equities, we 
can now produce the right inter: 
national investment package for any 
client, anywhere in the world. 

Indeed, we now have the re- 
sources to help industry and business 
treat the world as one market 

Just as we treat it as one invest- 
ment market. 

To find out how David Band's 
view of the investment market could 
help your business, send your 
business card to him at the address 
below. Or telephone usin Hong Kong 
on 5 8415123. 


BARC LAYS de ZOETE WEDD 


* H NAT MEN АМК ГМ А.Н и MARL LAYS GN І 
Barclays de Zoete Wedd, Ebbgate House, 
2 Swan Lane, London ECAR 3TS 











FarEastern Economie 





Reserve your 
1990 Diary 





Now, as a privileged reader, you can reserve the 
Review’s 1990 Pocket Diary at a 10% savings. 


Pocket Di 


With a total of 168 pages this exceptionally slim (just 3/8") diary features a 
13-month, week-at-a-glance format and is bound in rich black bonded 
leather covers. Stylish and convenient, the diary also features 36 pages of 
useful international business and travel information plus additional pages 
for addresses and notes, offering an unparalleled compendium of essential 


personal and business data. 


Size:3 1/2" x 6 3/4" (8.75cm x 17cm) Code: 881 
Regular price:US$15 Now: US$13.50 


Matching Leather Wallet 


Slim and elegant in design, this handsome wallet - handcrafted in luxurious 
matching black cowhide leather - has five individual credit card slots, plus two 
billfold pockets and extra compartments for business cards, airline tickets and 


receipts. 


Size: 3 5/8" x 7 3/16" (9.2cm x 18.2cm) Code: 883 
Regular price: US$29:5( Now: US$26.55 


Diary/Wallet Set 
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The Pocket Diary їп a matching leather wallet, with room for cash and 
credit cards, make a perfect gift for you or your friends. We'll even 
gold-block up to four initials on the front. And, if you're sending 


the diary or wallet as a gift, we can dispatch them direct to the 
recipient and include an elegant gift card in your name, free. 


Code: 885 
Regular price: US$42:50 Now: US$38.25 
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ORDER FORM 
(Please return to: Review Publishing Co. Ltd., GPO Box 160, Hong Kong) 
Code Price US$ Total US$ 
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885 . Diary/Wallet Set (Black) 38.25 
Gold-blocking of initials Рег item 
Packing/Handling Per item 


Add Optional Airmail surcharge (see below) 
Total Amount of Order 


* Please allow 2 to З weeks for delivery by airmail and 6 to 8 


weeks for delivery by surface mail. (Despatch will start in early 
October 1989). 


OPTIONAL AIRMAIL SURCHARGE (PER ITEM) 
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885 






Q Please gold-block my initials. Four initials 
maximum. 2.0.0. 

J | enclose my cheque for US$ (pay- 
able to Review Publishing Co. Ltd) in payment 
of my order. 

J Please charge my credit card: 

Visa J American Express Diners Club. 
Card No: 

Exp. Date: 


Signature: 
Name: 


Address: 


(Please print in block letters) 


Tel: 
iJ [enclose an additional list of gift orders to be 
sent to friends/relatives, with the initials to be 
gold-blocked on each. 
J Please send gift card in the name of: 
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How Do You See Hyundai? 


You probably picture Hyundai as a maker of affordable, high- 
quality cars. 


That picture's not wrong. Just incomplete. 


Those who work with advanced computers, ships and nuclear 
power plants have a better idea of our scope. 


In fact, you'll find the Hyundai name behind sophisticated 
engineering projects, petrochemicals, robotics, and satellite 
communication systems, among other exciting and diverse 
industries. 


Which is why, in Korea, Hyundai has become a symbol of our 
nation's economic progress. 


SO z all means, remember our cars. But don't forget the big 


AHYUNDAI 


K.P O. Box 92 Seoul, Korea 
TLX: K23111/5 FAX: (02) 743-8963 
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The Commerzbank report on German business and finance 


No. 9/89 


Does West Germany really want 
a monetary union? 


With the publication ofthe 
Delors Report and the de- 
cisions taken at the EC's 
Madrid summit, plans for a 
European monetary union 
have taken more concrete 
form. The debate that has 
arisen in West Germany, 
however, has led to certain 
doubts abroad as to whether 
the Germans really want a 
monetary union. An econ- 
omic analysis of the underly- 
ing issues clarifies the point. 

Today, strong economic 
links exist between the EC 
member countries as far as 
the markets for goods and 
financial services are con- 
cerned. Moreover, it is now 
agreed that internal barriers 
must go if Western Europe is 
to enhance its position in the 
world economy. The Single 
European Act, which estab- 
lished the goal ofa truly com- 
mon market by 1993, reflects 
such thinking. A central ele- 
ment of the Single Market 
project, the removal of capital 
controls, is of crucial signifi- 
cance for monetary cooper- 
ation in Europe, which has 
been highly successful over 
the past few years within the 
European Monetary System 
(EMS). The key to this suc- 
cess has been the Bundes- 
bank's consistent anti-infla- 
tion policy and the basic wil- 
lingness of the other coun- 
tries to follow its lead. The 
success of the EMS and the 
asymmetry of the adjustment 
burden are two sides of the 
same coin. 

Why not simply leave 
things as they are? At present, 


the Community's monetary 
policy is, in effect, being 
managed by the Bundesbank, 
which is doing a good job, as 
the Delors Committee explic- 
itly noted. In economic terms, 
the changes planned as part of 
the Single Market project, 
and especially the removal of 


monetary policy from the 
national central banks to 
Community organs. If, as 
often proclaimed, price sta- 
bility is the paramount con- 
cern of European monetary 
policy, then only one alterna- 
tive exists to the status quo 
within the EMS: the “big 


Inflation differentials: still too great 
(consumer prices in the first half of 1989; change on year іп %) 
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capital controls, will not entail 
any major modifications in 
the arrangements that have 
worked so well in the EMS. 
However, the demands made 
on monetary discipline are 
greater. Some find the Bun- 
desbank's present role politi- 
cally unacceptable. And ifit is 
this rejection of German 
dominance rather than an 
unwillingness to steer a sound 
anti-inflation course which is 
behind the drive to achieve 
monetary union, West Ger- 
many fully supports this 
broad goal. 

German criticism focuses 
on individual proposals in the 
Delors Report relating to the 
transfer of responsibility for 


leap" to an independent 
European central bank with 
full powers. The proposed 
intermediate stages involving 
the coexistence of monetary 
authorities at the EC and the 
national level contain the 
seeds of conflict and pose 
serious threats to stability. 
The Council of Governors in 
no way meets the criteria 
which the Report expects a 


European central bank to 
fulfil—neither in terms of the 
political independence of its 
members nor as regards their 
commitment to stable prices. 
Moreover, the renewed min- 
ority proposal to set up a 
European reserve fund fails 
to strengthen confidence that 
priority is being given to sta- 
bility. It would, in fact, 
considerably weaken EMS 
discipline. 

Convergence first 


What is now needed is the 
rapid implementation of the 
first stage of the Delors plan, 
bringing sterling, the drach- 
ma and the escudo into 
the exchange-rate mechan- 
ism, narrowing the fluctu- 
ation bands for the lira and 
the peseta, abolishing capital 
controls, and completing the 
Single Market. In addition, 
economic cooperation must 
be intensified, without, 
however, limiting the powers 
of the national central banks 
at this point. While the first 
stage will bring few changes in 
West Germany, its EC part- 
ners could promote the cause 
of monetary integration by 
granting their central banks 
the degree of autonomy 
which the future EC central 
bank will enjoy, and by mak- 
ing stability their prime goal. 

If all the other Community 
members are as serious about 
stability as they claim, then 
there need be no doubt about 
West Germany’s willingness 
to push Europe towards full 
monetary union. At all 
events, the next five years will 
reveal how committed the EC 
members are. 
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Qualified welcome 


hose who thought that Singapore 

would throw down an uncondi- 

tional welcome mat to Hongkong 

investment should consider the 
outcome of the Urban Redevelopment Au- 
thority’s (URA) June land tender. 

Wharf Holdings, the blue-chip Hong- 
kong property company whose Singapore 
subsidiary, Hotel Marco Polo, bid top price 
for a site in Orchard Road, Singapore's 
prime retail area. Wharf bid S$369 million 
(US$186 million), with the Hong Leong 
group in second place with S$301 million. 

In early September, the URA asked all bid- 
ders to agree to extend to late November the 
deadline for it to reach a decision. Then it ab- 
ruptly reversed itself a day later, when it 
found all tenders for the Orchard Road site 
unsuitable. The URA gave no reasons for its 
decision. But it implied that Wharf's design 
— a Roman temple-style retail and office de- 
velopment — was unsuitable. 

One might think Caesarist architecture 
would go down well in Singapore. 
Moreover, stock analysts thought Marco 
Polo's offer so generous as to leave it with lit- 
tle leeway to earn a profit for years. That as- 
sumption could be wrong if the Marco 
Polo's so far unpublicised tender included a 
higher plot ratio to allow for mixed office 
and retail space. But this does not explain 
the URA's erratic change of course. 

The URA will call for a retender, with “de- 
sign guidelines" for the second round. 
However, given the Wharf group's reputa- 
tion for paying more than top-notch prices 
for assets it desires, the URA is most unlikely 
to win a deal on better terms than Wharf 
proposed. (If it is any consolation to Wharf, 
retail and residential prices in Singapore ap- 
pear to be peaking — with some help from 
the government — so shareholders are 
probably better off financially without the 
development.) 

So why is the URA indulging in the 
heavy-handed autocracy that has so hurt 
Singapore's development as a business 
centre? The answer, it seems, is that Wharf 
is a Hongkong company. 

In Wharf's case, the group could also be 
bidding for the Standard Chartered Bank 
building in prime Raffles Place. Wharf was 
thus poised to become owner of Singapore's 
finest office complex and one of the best re- 
tail sites. That was apart from the Hong- 
kong-owned Suntec consortium's S$1 bil- 
lion deal to build a convention and exhibi- 
tion centre. 

Hongkong investment in office and resi- 
dential space has sent house property prices 
shooting up 40-60% this year. Now the 
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stockmarket is tipping Korakeun Amuse- 
ment Development, the sole Japanese ten- 
derer for the Orchard Road site, at a lowly 
5$157 million in the first round, to pick up 
Wharf's fallen banner. 

Almost as curious was the tender by 
quoted property companies DBS Land and 
Straits Steamship for the Cecil Road site, 
which was another offering in the June auc- 
tion. Logically, this property should form 
part of Hong Leong-owned City Develop- 
ments' adjacent Republic Plaza office pro- 
ject, just off Raffles Place. But City Develop- 
ments bid a complacently low price, perhaps 
feeling they were not at present one of the 
authorities' favourites. Instead the site went 


No more retail bargains $ 


Prime retail space prices in Singapore 





to DBS Land and Straits Steamship, both of 
which have government connections. 
What prompted DBS Land and Straits 
Steamship to offer top price for a tough de- 
velopment site that offers scant return on 
capital or management time? 
= Christopher Marchand 


And stili they come — Philippine funds, 
Thailand funds and, the way some people 
are talking, it may not be long before we see 
an Indochina fund, not to mention a couple 
more India funds. The emerging stock- 
markets bandwagon is truly rolling right 
across Asia. 

It has gathered so much momentum 
among investors both in New York and 
London (as well as in West Germany, 
France and other European centres) that no- 
thing can stop it before a few billion dollars 
more has been placed by Western investors. 
The Japanese are in full cry, too. 

Will it all end in tears — in a surfeit of 
liquidity which bids up prices of shares in 
smaller Asian markets to absurd levels and 
which places unsustainable premiums on 
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the price of the funds which buy them? The 
question is pertinent given the Manila- 
mania currently gripping London and New 
York in the wake of Bangkok fever. 

Banque Indosuez (via its Hongkong- 
based subsidiary Indosuez Asia) has just 
launched a US$50 million Manila Fund in 
London and it is an open secret that Japan's 
Nomura Securities will be launching a 
Philippine Fund of similar size on New York 
in a week or two. 

The Manila Fund — a closed-end invest- 
ment trust — will be the first Philippine fund 
to be quoted on a major international stock 
exchange (London) and the Nomura Fund, 
of like structure, is expected to be listed on 
the New York Stock Exchange (NYSE). 

A significant difference between the two 
vehicles is that the Manila Fund is in effect 
an offshore fund (registered in the Cayman 
Islands), while the Nomura fund will be on- 
shore — registered in and advised out of 
Manila. 

The manager will be NYSE member Lilia 
Clementi, a redoubtable Philippine financier 
who will probably launch the new fund in 
time to coincide with the state visit of Philip- 
pine President Corazon Aquino to the US in 
November. Aquino is expected to buy the 
first 100 shares in the fund herself — a ges- 
ture worthy of Imelda Marcos. 

The two new funds push above US$100 
million the size of foreign funds dedicated to 
the Philippine stockmarket. Previously it 
was less than US$10 million. This is equal to 
2.5% of the Manila market capitalisation — 
not large but proportionately well ahead of 
the ratios of country funds to capitalisation 
in Taiwan and South Korea, 

It is below the 7.2% for Thailand but 
then, look what the advent of country funds 
(worth US$717 million in total now) has 
done for share prices in Bangkok. Can the 
Bangkok market cope, some people ask. For 
that matter, can Manila, given that at least 
one other London-based merchant bank is 
planning a new Philippine fund before long. 
So too is a Hongkong investment bank. 

Elsewhere, bullish noises are to be heard 
in London about the capacity of the Indian 
stockmarket to absorb a couple more India 
funds, other than the two (worth US$160 
million) currently in existence. 

As for Indochina, the "reverse domino 
effect" theory holds that these communist 
states will absorb Thailand's capitalist style 
before very long, rather than vice-versa. At 
the very least, an Indochina fund could be 
structured on the basis of Thai construction 
and other firms doing business in Vietnam 
and Cambodia. п Anthony Rowley 
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COMPANIES 1 


Embattled Bond steps back from the brink 


High-wire juggler 





By Jonathan Friedland in Hongkong, 
Janine Perrett in Sydney and Colin 
Jamesin 1 Wellington 


JE mbattled Australian entrepreneur 
E Alan Bond appeared to take a step 

back from the brink of insolvency on 
19 September with the announcement of a 
complex series of corporate manoeuvres de- 
signed to reduce his unpayable A$6 billion 
(US$4.65 billion) of debt. 

The linchpin of the byzantine deal is the 
surrender of management control and 50% 
ownership of two major Australian bre- 
weries, his most valuable assets, to New 
Zealand's Lion Nathan. 

It is unclear whether the highly condi- 
tional set of manoeuvres will pare Bond's 
debt enough to ensure that the hefty Perth- 
based businessman will emerge with a base 
from which to rebuild his business. Analysts 
suggest that the exercise could lighten the 
liability side of Bond's balance-sheet by as 
much as A$1.6 billion, but stress that the 
very complexity of the transaction may 
make it vulnerable to spoilers and, in the 
end, render it unviable. 

Bond also bought a bit more breathing 
room from his bankers with the sale for 
A$220 million (at a modest profit) of his 67% 
stake in Australia's Harriet oil field to a small 
British independent called Aviva Petroleum 
on 19 September. Earlier this month, the 
once high-flying corporate raider bailed out 
of his troublesome 20.4% stake in Lonrho for 
US$490 million, representing a loss of about 
US$110 million. 

Other Bond properties, peppered 
around the globe and including real estate, 
resource holdings and a stake in the Chilean 
Telephone Co., remain on the auction block. 

If the deal is successfully completed, Lion 
Nathan, which is 14.17% owned by Singa- 
pore-based Malayan Breweries, will be ele- 
vated to the top ranks of world brewers. The 
50% stake in Bond’s Castlemaine Toohey 
and Swan Breweries will quadruple its capa- 
city. The two breweries control 41% of the 
Australian beer market, with Swan holding 
virtual hammerlock over thirsty West Aus- 
tralia. 

At the heart of the arrangement is a 
revision of a controversial agreement an- 
nounced in May 1989 for Bond Corp. Hold- 
ings (BCH) to sell its brewing interests to its 
58% -controlled subsidiary Bell Resources for 
AS3.5 billion. 

This price has been reduced to A$2.5 bil- 
lion, because the deal now excludes G. 
Heileman and Sons, a US brewery which 
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Bond bought for US$1.3 billion in 1986. 
Heileman, which is losing money, is being 
kept out of the transaction for at least a year, 
presumably giving it time to become more 
attractive to Lion or another potential buyer. 

Once the A$2.5 billion brewing sale is 
completed, Bond will make a public offer of 
A$1.60 a share to Bell minority sharehold- 
ers, valuing the company at A$972 million. 
If the minorities accept the offer and a series 
of regulatory hurdles are surmounted, Bell 
will then sell the brewing interests into a 
new joint-venture company with Lion called 
Australian Breweries. Lion will have full 
management control over the joint venture. 

No figure has yet been given for what 
Lion will pay for its half share in Australian 
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Bond: vulnerable to spoilers. 


Breweries. Lion chief executive Doug 
Myers, known as a conservative risk taker, 
rather flippantly told reporters that it could 
be "between 0 and A$2.5 billion." 

According to Bond officials, Australian 
Breweries will start life with A$1.4 billion in 
debt and A$1.1 billion in equity, indicating 
that Lion will pay at least A$550 billion for its 
equity stake. Allan Wills, managing director 
of brokers Hendry Hay McIntosh in Auck- 
land, told the REVIEW that he reckoned a 
contribution of that size would raise Lion's 
gearing from 54% to 130%. 

The overall risk for Lion Nathan appears 
even greater. For under the accord, Lion has 
also agreed to arrange financing for Bond’s 
takeover of Bell and to help raise funds for 
Bell to buy back some A$600 million worth 


FAR EASTERN ECONOMIC REVIEW 


di1 SNOS # Xv йез NHOF 


of convertible bonds. It also pledged to fi- 
nance the repurchase by the Bond group of 
an estimated A$700 million in subordinated 
debentures secured against Bond Corp.'s 
brewing interests. 

Even without the additional financing 
costs, analysts estimate that Lion will not see 
a return from its investment for the first year 
or two. Kevin Roberts, the Lion executive 
tapped to run the new joint venture, told the 
REVIEW that the New Zealand brewer "is 
confident we can put some focus behind it” 
and develop it. 

“There is a lot of crap being talked about” 
the health of Bond’s brewing operations, 
said Roberts. “There is tremendous upside 
potential.” 

It appears the final price paid by Lion will 
be determined by a formula that reflects the 
price paid by Bell Resources and the state of 
the breweries’ balance-sheets at the comple- 
tion date, which is expected to be towards 
the end of the year. 

In his official statement, Myers claimed 
that the entry cost would be “well within” 
Lion's financial capacity and stressed that 
the company would not need to issue new 
equity to finance the bid. A successful prece- 
dent for such a move was set in 1988 when 
Lion geared up almost as heavily to pur- 
chase Nathan. It quickly reduced the debt 

N^ à cost cutting and asset sales. 
several potentially problematic bar- 
riers need to be hurdled before Bond gets his 
money and Lion gets its entrée to the Aus- 
tralian market. 

One key imponderable is how the Bell 
minority shareholders will view Bond's 
A$1.60 a share offer. John Spalvin's 
Adelaide Steamship Co. (Adsteam), which 
holds a critical 19.876 stake in Bell, had been 
hoping for a price in excess of A$1.65 a share 
for its holding. But Adsteam's initial reaction 
to the Bond-Lion deal was that the present 
offer "basically underwrites their invest- 
ment in the group," indicating that Spalvins 
might be ready to retire from the whole 
messy imbroglio. 

And then there are government reg- 
ulators, who have been after Bond for his 
secretive and often suspect intra-group asset 
shuffles. On 7 September, the National 
Companies and Securities Commission 
(NCSC) launched a formal investigation into 
Bond Corp. affairs, including the fate of an 
AS1.2 billion "deposit" for the breweries 
which Bond Corp. bought from Bell earlier 
this year. 

In its 19 September announcement, 
Bond Corp. said that it will repay A$850 mil- 
lion of the deposit back to Bell and retain 
A$350 million as a downpayment on Heile- 
man. On 20 September, the NCSC said it 
would proceed with its inquiry into the Bell 
transaction as well as two others which raise 
the possibility of offences committed by 
Bond directors. Approval for the deal must 
also be sought from Australia's Foreign In- 
vestment Review Board. a 
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Malaysia-Singapore brewing merger given go-ahead 


Stout prospects 
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ne of Malaysia's more complicated 
() corporate restructurings has been 

given the green light some 10 
months after applications for approval of the 
proposals were first submitted. Guinness 
Malaysia Bhd (GMs), the publicly listed 
Malaysian brewing giant, and Malayan Bre- 
weries (Malaya) — MBM, the Singapore- 
owned private company — are now ex- 
pected to merge by the end of the year. 

The merger will create a conglomerate 
with an estimated 66% share of the Malay- 
sian malt liquor market (REVIEW, 1 Dec. '88). 
Equally important, it brings the light beer 
segment of the industry into compliance 
with the New Economic Policy, which is 
aimed at increasing the stake of ethnic 
Malaysians in the economy. 

The merger is subject to approval by an 
extraordinary general meeting of the share- 
holders of GMB, at which the 50.1% control- 
ling interest of Guinness Overseas will not 
be voted. 

This should prove no obstade, as the 
minorities will be voting themselves a 30 M 
cents (11 US cents) special dividend per 
existing 50 M cents GMB share, plus a one- 
for-10 bonus issue. Similarly, the approval of 
. both the Kuala Lumpur Stock Exchange 
` (KLSE) and the Stock Exchange of Singapore 
for the listing of the new shares should be a 
formality. 

On the announcement of the approvals, 
the price of GMB shot up by 30 M cents to 
M$6.10, even though the controlling share- 
holders have been exempted from making a 
general offer by the Takeovers Panel. How- 
ever, investors buying in after the distribu- 
tion of the special dividend may be disap- 
pointed by the substantial dilution of GMB's 
net tangible asset backing per share, by 30M 
cents. 

The 21.6 million bonus issue will bring 
the number of issued shares in GMB up to 
237.6 million. Then GMB plans to issue 64.5 
new 50M cents ordinary shares to the share- 
holders of MBM, in return for the injection of 
MBM into GMB. Following the payment of the 
additional shares, the paid-up capital will 
stand at M$151.05 million. 

With the payment of the special di- 
vidend, costing a total of M$64.8 million, 
and the new scrip issues, the net tangible as- 
sets per share will be diluted from 89 M cents 
to 59 M cents. Earnings per share will not be 
so badly affected. СМВ'ѕ merchant bank ad- 
visers, Commerce International Merchant 
Bankers (CIMB), estimates that the 4.4 M 
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cents drop would be more than compen- 
sated for by the annual interest income from 
the special dividend if placed on deposit at 
6% a year. | 

If the market discounts the GMB share 
price post-merger by the 33% dilution in net 
tangible assets per share estimated by the 
brewer's management, the deal values MBM 
at some M$260 million, based on the current 
GMB share price. 

This consideration works out at around 
17 times GMP's estimate of the increase in its 
pre-tax profit in 1989, if the merger had gone 
through at the beginning of this year. As 
such, therefore, the price compares favoura- 
bly with an average p/e multiple for indus- 


trials on the KLSE of around 26. However, it 


is not known how much of the increased 
profit figure reflects potential cost-savings 
permitted by the merger of the two former 
rivals. 

Given the vagaries of investors on the 
KLSE, however, it is quite possible that the 





shares of GMB post-merger may only be dis- 
counted by the 13% dilution in earnings per 
share. 

It is equally possible that the market will 
not mark down the post-merger shares at 
all, in which case MBM will be valued at 
nearer M$393 million, or a multiple of 
around 25 times earnings. | 

Offset from this is the M$58 million cash 
payment that the Singapore-based owners 
of MBM are making to Guinness Overseas to 
compensate for the disparity in the values of 
the respective assets injected into the new 
jointly owned holding company for GMB, 
Guinness Archipelago. Working from fig- 
ures supplied by CIMB, it appears that the net 
tangible assets of MBM are of the order of 
M$51.5 million, while Guinness Overseas' 
50.196 stake in GMB has net tangible assets of 
M$96.5 million. 

As a result of the creation of Guinness 
Archipelago, the foreign shareholding in 
GMB will increase from 50.1% to 58.55%. The 
Ministry of Trade and Industry has insisted 
that this be sold down to 51% by the end of 
next year. However, one of the main objec- 
tives of the merger has been achieved in that 
the new conglomerate will be deemed to 
have complied with the New Economic Po- 
licy, even though bumiputras — the indi- 
genous, mainly Malay, Malaysians — will 
end up holding only 10%. a 





COMMODITIES 


Tin prices dip to seven-month lows 


Metal fatigue 


ust as the first tangible signs of recovery 

Е in the world tin market have begun to 

surface in the financial results of mining 

companies, the world price of the metal has 

dipped to M$21.86 (US$8.08) a kg, its lowest 
level in seven months. 

Despite what brokers say are strong mar- 


ket fundamentals, the downward drift in 


the price now looks set to continue for a sec- 
ond month. When they meet in Bangkok 
next month, members of the Association of 
Tin Producing Countries (ATPC) are ex- 
pected to vote to maintain their supply 
rationalisation scheme until at least the end 
of February 1990. 

According to Malaysia Mining Corp., 
(MMC), the average price of tin for its first 
half, ending 31 July, was M$25 a kg, com- 
pared with M$17 a kg for the same period in 
1988. This pushed MMC's operating profits 
up by 183% to M$71.6 million. The company 
is Malaysia's largest tin producer, with an 
output of more than 11,000 tonnes of con- 
centrates a year. 

MMC's group chief executive, Ibrahim 
Menudin, says the company is now delay- 
ing market sales because of the current low 
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price levels. He added that the market is ex- 
pected to recover to around M$24-25 a kg by 
October or November. 

A number of people hope Ibrahim is 
right. The big fear is that the price is in for 
another bout of disruption, similar to that 
which occurred in August, when some 
6,000 tonnes was dumped on the London 
Metal Exchange. At this stage, the only new 
factor that could push prices back up to the 
level sought by the Malaysians would be the 
long-awaited announcement that Brazil in- 
tends to join the ATPC. 

Brazil and. China have gone along with 
the ATPC's supply rationalisation scheme 
over the past two years but participate 
in meetings only as observers. In recent 
weeks, there have been reports that Brazil 
was about to accept an invitation to be- 
come chairman of the АТРС following Thai- 
land's term. However, a Brazilian Foreign 
Ministry spokesman was quoted earlier 
this month as saying that his country 


` had no intention of joining. Brazil is be- 


lieved to be exporting nearly double its an- 


mual quota of 31,500 tonnes set by the 


ATPC. u Nick Seaward 
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BANKING 


AFFAIRS 


Dai-Ichi Kangyo Bank buys US finance company 


The Japan factor 
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ai-Ichi Kangyo Bank (DKB), Japan's 
Р largest, but a notorious laggard in 

overseas operations, appears keen 
to make up for lost time with the acquisition, 
announced on 19 September, of a 60% stake 
in the CIT Group Holdings, a finance com- 
pany previously owned by Manufacturers 
Hanover Corp. (MHC) of the US. 

If approved by the US and Japanese 
banking authorities, the US$1.3 billion deal 
will be the largest overseas acquisition by a 
Japanese bank. On top of its 6096 stake in 
CIT, DKB also plans to buy a 4.9% stake in 
MHC — the first by a Japanese bank in a New 
York-based money centre bank. Yet bank 
analysts in Tokyo point to several reasons 
why the deal may not boost DKB into the 
front ranks of Japanese banks in the US in 
quite the way it hopes. 

Some of DKB's thunder was stolen by the 
simultaneous announcement that Daiwa 
Bank plans to buy 15 Lloyds Bank branches 
in the US for US$200 million. This would 
give it the largest US branch network of any 
Japanese city bank — though Daiwa ranks 


only 10th in the city bank pecking order in 
Japan. DKB's own US banking presence re- 
mains small: the company's one US banking 
subsidiary, Dai-Ichi Kangyo Bank Califor- 
nia, boasts four branches. 

DKP's interest in CIT stems primarily, ac- 
cording to the bank's international planning 
and coordination division, from its strength 
in the "middle market" — meaning factor- 
ing and leasing transactions aimed at 
medium and small companies of the kind 
which have hitherto eluded Japanese banks 
in the US. The bank thinks it can build on 
this type of business by opening a Japan 
desk which will offer similar services to Ja- 
panese companies in the US.. 

However, it appears not to have noticed 
that CIT has been moving away from small 
company transactions towards larger-scale 
corporate financing. CIT was more heavily 
specialised in smaller company transactions 
in 1984 when DKB made an earlier attempt to 
buy it. RCA, then the owner, opted to sell cir 
to MHC for US$1.5 billion. 

Bank analysts say cir looked a prize 
acquisition for MHC in 1984 but profits 
slumped from US$137 million in 1985 to 





SHIPPING 


Strikes stall Thai port privatisation plan 


Playing for time 


antly altered its plans to privatise op- 

erations at the new deep-sea port of 
Laem Chabang following a second strike in 
five weeks by workers at the Bangkok port 
of Klong Toey. | 

Senior government officials claim that 
the changes made to their plans will enable 
them to buy more time in the battle over 
privatisation, which is important to govern- 
ment efforts to tackle the infrastructural and 
bureaucratic bottlenecks that are hampering 
Thailand's industrial expansion. 

But the unions, overtly supported by the 
state-run Port Authority of Thailand (PAT), 
which runs Klong Toey, appear to have 
forced the goverment to make a significant 
concession to end the latest strike. 

On 13 September, on the eve of a 
crucial policymaking subcommittee meet- 
ing on Laem Chabang, the government 


T he Thai Government has signific- 
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agreed that PAT would represent the 
state as the "owner" of the new port. In ad- 
dition, PAT directors, along with the 
Ministry of Communications and Trans- 
port, would determine policy for port 
management. 

Before the strike, the policymaking sub- 
committee, under senior minister Pong 
Sarasin, was to have recommended the set- 
ting up of a new controlling state enterprise 
for Laem Chabang, which will be completed 
in early 1991. The new enterprise would 
have contracted out the management of 
berths and other port services. 

Shipping lines and cargo owners have 
expressed dismay over the government de- 
cision. PAT has had a long, cosy relationship 
with port unions and its management of 
Klong Toey has been dogged by inefficiency 
and corruption. Criticism of port manage- 
ment surfaced last year when PAT and the 
unions resisted efforts to improve efficiency 
at Klong Toey, which at the time was prov- 
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` US$40 million in 1986, owing to fierce con 


petition in the factoring market. Thereaft 
MHC took a hands-on approach, replacir 
two-thirds of CT's management, and shi 
ing the focus onto larger scale transaction 
The company was turned around succes 
fully, but is clearly a different animal fro 
the one DKB wanted to buy in 1984. 

The merit of the сїт link may be to gh 
DKB a foothold in the market for large-sca 
lease transactions such as aircraft leasing : 
which Japanese banks have been competir 
aggressively during the past year. Furthe 
more, the bank claims that CIT will enjoy 
synergy between Japanese business co: 
tacts and US knowhow in the factoring an 
leasing businesses. 

By buying only 60% of the company Dk 
hopes to be able to keep much of the existin 
management in place, including the currer 
chairman who becomes president and chie 
executive officer under the new set-up. DK 
will nominate a chairman whose job will b 
to influence long-term strategy. 

DKB is the third Japanese bank to buy int 
a US financing company following Fu 
Bank, which spent US$450 million on Helle 
Financial Inc in 1984 and Sanwa which ac 
quired Continental Illinois Leasing (now re 
named Sanwa Business Credit Corp.) in thi 
same year for an estimated US$50 million 
Neither company, however, stuck its necl 
out to the extent of DKB, which will hav 
spent a sum equivalent to 70% of it 
paid up capital on cir and Manufacturer 
Hanover. i 


ing incapable of handling a big surge in 
cargo throughput. It was finally forced to di 
so under extreme pressure from the govern 
ment and private sector. 

Government plans for Laem Chaban; 
were originally designed to avoid the same 
problems arising at the new port. In July 
seven groups applied for pre-qualification tc 
bid for Laem Chabang berth operating con 
cessions. Bidding documents were expectec 
to be ready in September. These have now 
been delayed and might not be on offer unti 
the end of the year. Shipping sources, how: 
ever, say a decision has to be made soor 
because the bidding-to-operation proces: 
could take at least another year. 

The delay probably reflects the cautious 
approach the government is taking towards 
the Klong Toey unions. Their recent strike 
followed a one-day stoppage on 8 August, 
which the government ended by agreeing 
to review its privatisation policy. 

Nevertheless, government advisers say 
the basic policy is still to privatise operations. 
They are confident that PAT, now the gov- 
ernment's representative "owner" of Laem 
Chabang, will eventually give ground. 
Moreover, Klong Toey unions have little 
real support among other state enterprise 
workers so sympathy strikes are not consi- 
dered a danger. | 
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Indonesia takes steps 
to expand Soviet trade 


> Indonesia will encourage greater trade 
with the Soviet Union by relaxing visa 
requirements and giving broader access to 
Soviet ships visiting Indonesian ports. The 
new rules, announced a week after 
President Suharto's first visit to the Soviet 
Union, are intended to extend to the Soviet 
Union the same trade and economic 
privileges as other nations. Last year, 
Indonesian exports to the Soviet Union 
totalled only US$38 million while imports 
were US$45 million. Indonesia hopes to 
expand exports of palm oil, tea and textiles. 


Thailand's economic chiefs 
worred about inflation 

P Thai national planning agency chief 
Phisit Pakkasem said growth would top 
10% this year, the second year in a row. 
Phisit downplayed the dangers of 
overheating and inflation. His comments, 
however, followed a meeting by economic 
ministers to consider how to deal with the 
problem of inflation, projected at 5.6% for 
the year, above the government's target 
ceiling of 5%. At the meeting senior 
economic ministers formed a special 
committee to combat rising prices. 


World Bank issues 
first ‘global bond’ 


ь The World Bank on 18 September 
launched its first “global bond” issue of 
US$1.5 billion in the Euromarkets and the 
US domestic market. The bank bypassed 
Tokyo as a primary market, because Japan's 
capital markets remain too regulated 
compared with London and New York, 
though as much as half of the issue was 
placed through secondary orders in Tokyo. 
The 10-year bond was priced at US$99.55 
on a coupon of 8.375% to yield 8.442% 

Lead managers are Deutsche Bank Capital 
Markets and Salomon Brothers Inc. The 
Industrial Bank of Japan, Nomura Securities 
and Yamaichi Securities are among the 
14-member underwriting group. 


SGS to lose customs 

inspection contract 

» Indonesia's Finance Ministry is not 
expected to renew the customs-inspection 
contract of Geneva-based Societe Generale 
de Surveillance (SGS) when it expires in 1991 
because of pressure from parliamentarians. 
Since 1985, SGS has inspected Indonesia's 
imports at points of origin under an 
agreement which pays SGS about US$84 
million a year. Indonesia's custom office will 
gradually resume responsibility for import 
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inspection in 1991. The contract with SGS, 
which was renewed in 1988, has been 
widely praised by economists for 
accelerating Indonesia's customs-clearance 
procedures and for reducing graft. 


South Korea forecasts 

big per capita GNP gains 

ь The South Korean Government expects 
per capita GNP to double by the mid-1990s. 
A draft of the country's seventh five-year 
development plan estimates per capita GNP 
to rise to US$9,940 in 1996, based on current 
prices, compared with US$4,040 last year. 
By 2000, GNP per head is expected to be 
US$15,000, which planners say is equal to 
Britain's level today. The report expects that 
net external assets will rise from US$3 billion 
this year to US$41 billion in 1996. 


Business indicators 


эп the farm, 1980-87 
Mi Lore Agricultural 
production 





Seoul relaxes trading 
rules for the won 


> Trading in won has moved one step 
closer to liberalisation. From 20 September, 
banks are free to set their own rates against 
the US dollar and other currencies within a 
band determined by the Bank of Korea 
(BOK). Before, banks had to buy or sell at 
0.4% above or below the BOK's central rate. 
Local banks have formed a cartel to keep the 
rates from narrowing much. The BOK has 
also said it will take other steps to ensure 
that the currency market begins to reflect 
market forces. 


Taiwan undecided on 

debt-aid package 

> Taiwan is still considering whether to 
contribute some of its US$74.4 billion 
foreign-exchange reserves to a plan to 
alleviate Third World debt proposed by US 
Treasury Secretary Nicholas Brady, said 
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Finance Minister Shirley Kuo. No formal 
request has been made. Kuo noted that 
unlike the US and Japan, Taiwan is not a 
creditor to major debtors such as Latin 
American nations. In return for such a 
commitment, Taiwan would seek 
reduced trade pressure from the US and 
support for its bid to enter Gatt. 


Philippine court rules 

on petrochemical dispute 

> The Philippine Supreme Court has ruled 
that the Board of Investments has the 
authority to decide whether to allow change 
of site for the US$320 million petrochemical 
project proposed by USI Far East and 
China Plastics Corp. (REVIEW, 17 Aug.). A 
Philippine Congress member had asked the 
board in June to prevent relocation of the 
plant from the original Bataan site to 
Batangas. 


Tokyo foreign-exchange 
y gn 


market grows rapidly 

> Daily turnover in the Tokyo foreign- 
exchange market has more than doubled 
over the past three years and now 
approaches that of New York, though still 
well below the level of London. A survey 
conducted by 20 of the world's central 
banks showed that by April average 
turnover in Tokyo was US$115 billion a day 
compared with US$129 billion in New York 
and US$187 billion in London. 


Foreign banks agree to 
new credit for Manila 


> The Philippine Government said on 18 
September that "market testing" by the 
12-bank advisory committee for the 
country's foreign creditor-banks indicated 
that they would be willing to raise US$1 
billion in new money through the purchase 
of Philippine bonds. Formal syndication of 
the financial package — which includes the 
banks' option to retire their credits at a 
discount — is expected to start at the end 
of the month, a government statement 
said. 


Kuala Lumpur approves 


rules for foreign board 


> The Kuala Lumpur Stock Exchange 
(KLSE) has announced that quoted 
companies may apply for a separate listing 
for its foreign-owned shares if their 
maximum limit on foreign holdings has 
been reached. The ruling is expected to 
affect immediately two important stocks, 
Public Bank and Malaysian International 
Shipping Corp., both of which limit foreign 
shareholdings to 30%. 
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PRICES AND TRENDS 





Commodities Bond yields (%) 
Last sale to 18 Sept. Latest Previous week — 3months ago Year ago Average of representative high-grade issues 
Gold London (2) 361.55 359.35 366.35 409.45 18 Sept. Latest 1 month ago 6 months ago 
New York (3) USS 
Current delivery (Sept) 137.80 127.20 114.25 113.00 Domestic 3-5 yearst 8.12 831 989 
Dec delivery 1% 75 7-10 yearst 816 8.28 962 
International 3-5 yearst 823 8.39 993 
Aemisum London cr) 7-10 yearst 827 B 36 978 
Current delivery (Sept ) 1.720 00 1.76500 1.955 00 2.383 20 
Tin Kuata Lumpur (1) 2130 2320 26:47 1980 е. : - - 
ic 3 yearst 44 ] 1 
Cotton — New York (3) 10 yearst 5 38 503 509 
Current delivery (Oct 1445 7240 68.96 52% intemalional - — 3-5 years 537 5.06 476 
Dec. delivery 1524 7-10 yearst 523 499 5.06 
Rubber Kuala Lumpur (B) 
Current delivery (OcL) 238.50 238.00 256.00 311.50 Dm 
Dec delivery 23950 Domestic 3-5 years* na na na 
Jute naka (11) 370.00 370.00 37000 31000 еа Pr po Ma v aa 
Palm Oil Kuala Lumpur (4) 1-10 years? 7.03 6.81 6.98 
Current delivery (Oct) 71000 690 00 867.00 955 00 
Dec. delivery 73300 AS 
Domestic 3 yearst 1471 1415 1493 
M n a i397 1358 3% 10.06 e vows vena 9% 
r PN 30 : i International 3-5 yearst 1491 1436 1511 
y 7-10 yearst 14 05 1364 1433 
Pepper Singapore (9) 
Sarawak Asta bik 100% 435 00 422 50 567 50 41500 C$ 
Domestic 3 years" 10.19 9.96 11.31 
T Sept = 388 60 395.40 39420 40300 буви. 20 945 ore 
ray alee 396.20 | Intemational- 3-5yearst 10.03 9.95 11.39 
у 7-10 yearst 9 R6 974 11-12 
Maize Chicago (6) 
Current delivery (Sept) 235.D0 239.40 252 50 278.60 £ 
Dec delivery 230.20 Domestic 3 yearst na na na 
10 yearst fa na. па 
Rice Bangkok (7) ' : 
international 3-5 yearst 1142 10.85 10.98 
S white feb 36000 360.00 33000 30500 7-10 yearst 10.59 1027 {0:35 
Soyabeans Chicago (5) 
Current delivery (Sept.) 583.40 607 40 73300 847 40 NZ$ 
NOV, delivery 576,40 Domestic 3-5 yearst 12:30 12:16 1327 
7-10 yearst 12 15 11.95 13.25 
Сосоа New York (7) International 3 years” 12.60 12:47 1331 
Mar delivery 1.083 00 
Coffee New York (3) SFr 
Current delivery (Segt) 80.83 88.25 11749 121.50 3-5 yearst 6.33 5.79 5.55 
Dec delivery 80 66 7-10 yearst 6:06 564 560 
Petroleum ECU 
Sumatran fight Tokyo (10) 16.80 16:80 18.50 1320 + 
Breni London (10) 1700 17.05 16.60 13.25 Me i an os 
(1)M$akg (2)US$anoz (3)US¢aib (4)M$atonne (5) US¢ а60 Їй bushel (6) US¢ a 56 Ib bushel “AAA corporate. {Government Source: Tolerate 


(USS ATONE (B)PSST,Méakg 19) 5521000 (10) US$ 3 DANTE (11) BWD, Chittagong/Mongla, US$ 4 tonne 
Source Telerate, international Jute Organisation 


Economic indicators, selected Asian countries 


Australia China Hongkong India Indonesia Japan Malaysia 
Economic Growth % (rea!) (1) 
1988 3 122 15 3 38 575 87 
1989 24-35 5-6 4-6 94) 3-5 45 7-85 
International Reserves (5) 
Latest 05512 500 (June) 25518 470 (May) fa. USS4 400 (June) US$4.85b (Mar.) US$88.54b (June) USS$6.16b (Арг) 
Year earlier US$12 44b US$18.82b na US$4 BBb US$5.41b US$86. 89b US$6 22h 
Trade Balance (10:81 merchandise) 
Latest 3 months —\)5$1 040 (Jan -Mar.) —U5$3.89b (Apr.-June) —US$0.04b (May-July) —US$1.39b (Nov.-Jan.) -+US$1.20b(9) (Feb -Apr.) --US$15.30b(6) (May-July) -- US$ 88b (Dec -Feb ) 
Previous 3 months -US$1.01b —USS$1.89b —[S$124b —US$1.626 +US$0.45b +US$21.26b +US$1.04b 
Year earlier +US$0:31b —US$0 57b —US$0 48b -15$1.37b *US$1.36b 4-US$18 16b +158124 
Exports (7) 
Latest 3 months US$8 52b US$12.58b US$18 860 US$3 46b US$5.17b(9) US$65.86b(6) US$5.33b 
"6 Change previous 3 monins —33 +302 +175 +42 +1.3 -86 -0.4 
% change year earlier -34 +40 +192 +174 +94 +03 +191 
Imports (8) 
Latest 3 months US$9 56b US$16 48b US$18 90b US$ 850 US$3 97b(9) US$50 56/6) USSA 45b 
"6 Change previous 3 months -22 +426 +93 -19 148 +05 +23 
% change year earlier -133 +301 +159 +125 +180 +65 +346 
Consumer Prices 
Base July 80-June 81-100 Jan 1988 100 Oct 84-Sept. 85 = 10042) 1960= 100 Apr. 77-Mar. 78= 100 1985 = 100 1980 = 100 
Latest 3 months index average 192.6 (Apr ЫШ) 127-4012) (081) 129.5 (May-July) 819.67 (NOV. Jd.) 331.15 (May-July) 1042 (May-July) 132.7 (Jàn.-Mar.) 
% change previous 3 months +24 na +26 +15 +16 +19 +08 
* change year ealiét +11 +27.4 +107 +88 +158 +3.0 . +33 
Money Supply (3) 
Latest A$165.000(10) (June) Ато 955.96b (DcL-Dec.) HK$377.57b (July) RS 1.951(10) (Арг) Rps42.25t (Feb.) ¥ 426.861 (June) M$61.49b (Feb. 
3e change previous month +4 1 па +05 +28 +24 +07 -05 
% Change year earlier +26.8 420.14 + 16.8 +188 +20.8 +94 +72 


(1) Official and other estimates of СОР (GNP in Japan) (2) Consumer Price Index А 43) M2 or currency olus bank deposits (4) To March (5) IMF definition of reserves minus gold except lor Singapore (6) Customs basis (7) fob 
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18 Sept. 


india 
Indonesia 
Japan 
Macau 
Malaysia 
Nepal 

New Zealand 
Pakistan 
Papua N. б 
Philippines 
singapore 
South Korea 
Sri Lanka 
Switzerland 
Taiwan 
Thailand 


West Germany —. mark 


US$1 Worth Banknote rate’ Official rale — Spotratet 
dollar 1.288 1.285 1.2896 
taka 28.95 32.10 па 
pound 0.6375 0.638 0.641 
dollar 1.9795 1:984 па 
куа! 20.50 6.70 ла 
Арнат 1 1828 1:184 11845 
tranc 6.589 6.626 664 
dollar 7 809 7 80 7 809 
rupee 19.20 16.65 16 7308 
fupiah 1,695.00 1,780.00 1,788.00 
yen 44577 146 40 146 45 
pataca 8.045 6.05 ha 
dollar 26975 2 704 2 6985 
rupeg 25.00 24.00 na 
dollar 1.69 1.692 16926 
rupee 22.00 20.95 21.0289 
kina 0802 087 08677 
peso 2190 2195 2197 
dollar 1.9795 1.984 1.9816 
won 667 00 665 00 670 20 
rupee 31.00 39.50 39 BB 
franc 16865 1.695 1.699 
NT dollar 25.75 25.7 25.80 
baht 26 00 2590 25 99 
1.9515 1.965 1.9685 


Previous weekt 3monthsagot Year agot 


7 808 
16 7378 
1.789 00 
147 68 
ТЕ! 
2704 
па 
17079 
41.0289 
08772 


1.326 127 
na na 
0.651 0.597 
na na 
na 14.953 
1197? 1223 
6.7558 6 349 
closed 78115 
16 43 14 545 
77100 1,701.00 
145.30 133.85 
nà (Là 
27135 2:661 
na na 
1.755 1 
210775 17.83 
0871 na 
2170 21.23 
19645 2.039 
666 80 719.60 
34 39 32.928 
1722 1579 
26.02 28.93 
2592 2533 
19917 1.869 


Communist countries: China 5$ —Rmb 3 722 HK$—Rmb 0 476 Soviet Union US$= Rouble 0 6513 Laos US$= Kip 583 00 
Vielnam US$ = Dong 3,900.00 Cambodia US$ -- Riel 150.00 


5081 = US$1.23901 ЕСШ! = 1551 0385 S$1-M$1364 €t1«HK$12 324 
3 months forward: Japan ¥ 145.9355 Hongkong HK$7.8083 Singapore S$1.9623 


tMiddle rate "Selling rate Source: Telerate for spot and forward rales trom Asian money markets, Republic National Bank of New York and 
Hongkong Bank for banknote selling rates on the Hongkong market and Deak International Lid for official rates 


interest rates (%%) 


Other: 
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Australia 
Britain 
Hongkong 
Indonesia 
Japan 


Malaysia 
New Zealand 
Philippines 
Singapore 
South Korea 
Taiwan 
Thailand 
US 


"Long term 


Prime 1-yeartreasury Interbank Interbank interbank 
lending billsondst — 1monthft 3monthst 6 monthst 
2025 17.75 1790438 17.875 
14.00 " 13875 13.875 13.875 
10.00 9.00 900 9.00 
2250 15.75 17.00 18.00 
"600 — 5/8125 575 5.75 
**4875 
6.75 510 530 5.45 
15.75 13.65 1352 13.45 
19.00 26.023 17 25 15875 158125 
5.50 427 5.125 5.125 5.125 
11.50 15:60 а - " 
10.50 9.20 
1250 ? 40 1125 12:00 
10.50 8.065 8.9375 8.875 8.8125 
""Shortierm — tOfered rate 


Philippines Singapore South Korea 
87 11 110 

5.7 6-8 6-8 

US$0.52b (June) US$17 77b (Apr.) US$15.77b (June) 
US$0 62b US$: USS$8 98b 
-US$045b(Jan-Mar) ——US$1.196 (May-July) ~US$0 28006) (June-Aug.) 
~15$0.150 ~05$1.640 -US$0.12b 
=\)5%0 23b -US$1 21b -US$1 95b 
US$1 77b US$10 98b US$15 95b(6) 
—B.0Ü +41 +0.2 

+142 +111 +24 

US$222b US$12 17b US$16 22b(6) 
+70 -0.1 +71 

4243 +97 +192 

1978 — 100 June 82-May 83— 100 1985= 100 
432 3 (Aot.-Jung) 106.6 (Apr.-June) 120.2 (June-Aug.) 
419 +14 +13 

+88 +24 +55 

R.207.9b (June) $$46.72b (June) Won 50.19t (July) 
+18 +29 +18 

+199 +25.1 +175 


Eurocurrency and Asian currency 
unit deposit ratest 
1 3 6 12 

month months months months 
US$ 8875 _ 88125 875 8.6875 
Sterling” 13875 13875 13875 13625 
Yen 56675 5625 5625 5625 
Swiss Fr 7625 7687/5 76875 7.6875 
Dm 11875 1735 3195 7.50 
қ 16375 431650 1650 165625 
C$ 123125 121875 1175 11625 
Source: Telerate 


Taiwan 


7 
f 


3 
6-7 


US$74.960 (May) 
US$74 32h 


*- US$4 0Bb (June-Aug ) 
+ 5593.840 
+1553 54h 


uS$17 59b 
+10 
+85 


US$1351b 
-05 
+67 


1986 — 100 

106.0 (June-Aug.) 
+05 

+39 


МТ$5 281 (Jung) 
17 
+170 


Thailand 


10 3-110 
B-10 


US$7.74b (June) 
US$4 91b 


--US$1: 160 (Feb -Apr.) 
-05$0.580 
-US$0 90b 


US$4 516 
=05 


+230 


US$5 68b 
+111 
+241 


1976= 100 
217.5 (Маг.-Мау) 
#13 


440 


Baht 1.021.150 (Aot. 
+17 
+414 


(8) cit (9) Excluding petroleum (10) МЗ (91) % change over past 3 months (12) One month Source Official stalisbcs 
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Effective exchange rates 


Five Year Currency 
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(weekly values) 1989 


Weighted tor 1987 trade with the countries shown plus the US 
and Canada and 14 European countries 
Figures are tor the week ended 14 September 


Source: UBS—Phillips & Drew 


165 


fà 


At 


BUSINESS 


AFFAIRS 





STOCKMARKETS 


= a а [apei heads higher т а а tight liquidity stalls Seoul а а a Singapore 
falls back а а a Hongkong still hearing Chinese whispers а т a Australia braces for 


trade deficit a a a junk jitters hit New York in period ending 19 September a u u 


Nikkei - Average, 34,471.07 


34000 


28.000 
26 000 


NDJFMAMJJASO 


Hongkong 


Hang Seng Index, 2,628.30 
2900 


300 
2.000 | 


1.700 


NDJFMAMJJASO 


All Shares index, 366.97 





N MAMJJASO 


Kuala Lumpur 


KLSE Composite index, 491.03 





Bangkok 
SET Index, 691.32 


\ 
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Composite Index, 1,127.46 
1.150 


| 
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The market rose slightly in a holiday- 
shortened week, with institutions staying 
on the sidelines ahead of mid-year 
bookclosing. The strong dollar and 

fears of rising interest rates continued to 
dampen sentiment. Nippon Oil rose #100 
to ¥1,490 and NEC fell x30 to x 1,780. 
Trading was below average at 590m 
shares a day worth ¥958b (Us$6.54b). 


Chinese politics again determined 
sentiment. Thus, prices rose on the 
rumour that Premier Li Peng was to be 





Composite Index, 952.02 


З, РЕ Ее о 
NOJFMAMJJASO 





replaced, and soared when Deng Xiaoping 


showed himself still alive. Cheung Kong 
Holdings rose 25 HK cents to HK$8.75, but 
Swire Pacific A fell 40 HK cents to 
HK$15.20. Daily turnover averaged 618m 
shares, worth HK$847m (Us$108.6m). 


Prices fell back across the board as the 
market consolidated a long period of 
steady gains. Property counters came 
under sustained selling pressure, with 
companies like City Developments losing 
24 5 cents to 5$4.10 and Parkway 145 cents 
to S$3.46. Volume fell, to average 76.4m 
shares a day, with a value of 5$135.6m 


(US$68.3m). 


After initial gains, prices stagnated for the 
rest of the period as profit-taking 
combined with slower turnover. Some 
blue chips managed healthy gains, 





—_ -= — — — -— 





however, with Genting adding 40 M cents | 


to M$9.60 and Rothmans 40 M cents 
higher at M$14. Average daily turnover 
fell to 56.8m shares, valued at M$94.9m 
( US$35.1m). 


А 5% correction hit the market at the peak 


of trading on the first day. Turnover hita | 


record Baht 3b (Us$115.8m), but dropped 
to Baht 1.9b on the final two days. Siam 
City Cement dropped Baht 405 to Baht 
3,516; Kuang Charoen Electronics fell 
Baht 26 to Baht 272; Charoong Thai Wire 
fell Baht 35 to Baht 315. Thai Plastic rose 
Baht 5 to Baht 160. 


Trading remained thin, with investors 
cautious about the rise in interest rates. 
The recently listed Cebu Shipyards and 
Engineering Works was popular — its B 
share prices rising P0.80 to 26.10. PNB 
rose P20 to P487, after peaking at 2500. 
First Holdings B gained P4 to P28. Daily 
turnover averaged 811.2m shares, worth 
P169.3m (US$7.7m). 





Taipei 


Weighted Index, 10,679.83 


NOJFMAMJJASO 





| 
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All-Ordinaries, 1,745.90 
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New Zealand 
Barclays index, 2,307.17 


NDJFMAMAJAJA 5.0 





Bombay 
Stock Exchange Index, 730.48 


Capital Int. World Index, 529.4 


NOJFMAMJJASO 
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The index slipped in a holiday-shortened 
four-day trading period. The main cause 
of the fall was a larger-than-expected issue 
of monetary stabilisation bonds, which 
soaked up liquidity. Textiles dropped 
3.4% and insurance counters fell 3.1%. 
However, machinery stocks rose 2.6%. 
Daily turnover averaged 12.5m shares 
worth Won 321.7b (Us$483.8m). 


The weighted price index's buoyancy 
above the 10,000 mark sparked faith in 
blue chips and the index put on 469 
points. Trading was volatile owing to 
worries about regulators' plans to raise 
price fluctuation limits. Daily turnover 
averaged NT$129.6b (us$5.02b). President 
Enterprises gained 15.8% to NT$142.50. 
Formosa Taffeta rose NT$13.50 to NT$93. 


Caution preceded what was expected to 
be a record August current-account 
deficit. Turnover fell slightly to 541.9m 
shares worth A$1.156b (US$899.6m). The 
market was dominated by futures-related 
trading. The higher local currency 
depressed miners, but banks prospered 
on talk of corporate activities. Pacific 
Dunlop rose 18 A cents to A$5.20. 


A cash issue by Fletcher Challenge and 
nerves in advance of the purchase by Lion 
Nathan of half of Alan Bond's brewing 
interests in Australia, pulled those shares 
down. Overseas investors were also 
absent, and the market went retreated. 
Brierley Investments fell 38 NZ cents to 
NZ$2.30. Turnover was 45.39m shares, 
worth NZ$116.7m (Us$69m). 


Heavy buying by state-owned institutions 
at first buoyed the market, but profit- 
takers moved in later. Investors were also 
liquidating their positions in advance of a 
spate of new corporate paper. Buying 
was also encouraged by rumours of 
corporate tax breaks. Tisco rose Rs 35 
(US$2.10) to Rs 1,213.75, and Nocil was up 
Rs 20 at Rs 1,105. 


In a rudderless market routinely buffeted 
by computer-driven technical trading, 
disillusion with takeover stocks was 
triggered by the financial difficulties of a 
major junk bond issuer. In this 
environment, blue chips fared best. The 
Dow Jones Industrial Average fell gently 
to 2,687.31. Turnover averaged 167.6n 
shares a day. 
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The future f Dusiness communications 


lies ali ing the highway И high spee | digital 
Services Timep ex, the innovator in data 
communications for more than 20 years. can 
provide you with a gateway to the integrated 
communications highways 

l'imeplex is committed to your future 
with our philosophy of Systems Connectivity 
Architecture to allow transparent connection 
of diverse devices - within hybrid networks 
of public and private services - to fully 
integrate all your data, fax. voice. video and 
image communications. SCA also provides a 
clear migratory path from local to wide area 


di ^21 
^ 
à 
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networks, allowing your Timeplex network to 
grow witt your business 

We invest heavily in Research and 
Development to bring you new products and 
systems - always compatible with existing 
Timeplex products and other manufacturers 
systems - to protect your investment and 
мр you stay ahead 

Our renowned training and 

maintenance programmes keep your 
l'imeplex networks running at their most 
effective and we assign your own Account 
Manager to provide a single point of contact 
with Timeplex 


With an international network of 
l'imeplex offices and distributors, you can 
be sure of our full support wherever yeu are 
Call your nearest Timeplex contact for your 
gateway to the communications future 

United Kinga m (0753) 43559 
Brussels (32) 273 49703. Australia 
(61) 2 957 1660, Hong Kong (852) 583 36848 
USA (201]391-1111 


Mim eoe 


YOUR GATEWAY TO COMMUNICATIONS HIGHWAYS 


TIMEPLEX. YOUR GATEWAY TO THE 
COMMUNICATIONS FUTURE. 
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B INTERNATIONAL CENTRE FOR 
? OIARRHOEAL DISEASE 
RESEARCH, BANGLADESH 


I R E C T о к 


The International Centre for Diarrhoeal Disease Research, Bangladesh 
(CODE В) peeks to appoint its chief executive, designated Director, for an ini- 


tial period o 
tional term 'of three years. 


Established under a charter of the Government of Bangladesh, the ICDDR,B is 
a non-profit, international medical research institution situated in Dhaka, 

Bangladesh. It is a premier international organisation conducting research 
and training in diarrhoeal diseases and related areas of public health, nutrition 
and fertility. ICDDR,B aims to develop improved health programmes through 
scientific research conducted in four major divisions — Clinical Sciences, 
Laboratory Sciences, Community Health and Population Sciences. The 1,400 
employees include 200 researchers coming from 13 countries. The Centre is 
supported b ә 21 countries and international organizations, including WHO 
and UNICEF, under the overall leadership of the UNDP. ' 





The post of the Director involves management of the Centre and guidance of 
its scientific research and programmes within the context of the Centre's 
priorities and objectives. The Director is also responsible for creating institu- 
tional linkages both nationally and internationally, and establishing rapport 
with the donors and the host country government. 


The preferred applicant will have a distinguished record of leadership i in med- 
ical research and training, a high order of managerial skill, experience of inter- 
national donors an agencies working in the health field, several years of Third 
World experience in public health, and considerable initiative and drive. 


Diu bon nsation package offered is equivalent to that of a ASG/ADG in the 
system. In addition, a fully furnished house with required staff and 
a SANA i a car will be provided. 


Interested ues may contact members of the Search Committee (R.G. 
Feachem, D.A. Henderson, USA; A. Lindberg, Sweden; Taslimur 
Rahman, Bangladesh and P. Sumbung, Indonesia) for further information but 
should in any case make contact with the secretary to the Search Committee 
(Associate Director, Administration and Personnel, ICDDR,B GPO Box 128, 


Dhaka 1000, Bangladesh. Phone 880-2-603236, FAX 8802-411846) at the earliest · 


9prortuniy: 


6 Ў\ REGIONAL ADVISER ON TECHNOLOGY - 
9/7 TRANSFER AND DEVELOPMENT 





The Economic and Social Commission for Asia and the Pacific ( (ESCAP) 
seeks a qualified person to serve as regional adviser on Technology Transfer - 


and Development in the Division of Industry, Human Settlements and Technol- 


ogy. Underthe direct supervision of the division chief, the selected candidate will | 


provide advisory services to members countries of ESCAP on promotion ot 
technology transfer and development. 
Advance university degree in social sciences and/or technology related 


subjects with a background of legal affairs are essential qualifications. Ph.D іп | 


the above fields would be an asset. Extensive experience in the field of transfer 
of technology, contractual and legal matters, as well as international commercial 
practices and negotiations are highly desirable. Proficiency in English is essen- 
tial, knowledge of other UN working language(s) is preferable. Post open both to 
male and female candidates. Initial appointment of one year starting 1989 with 
possibility of extension. 


Apply with curriculum vitae, recent photograph and reference by 10 Oc- | 


tober 1989 to Chief, Personnel Section, Division of Administration, ESCAP, 
United Nations Building, Rajdamnvern Avenue, Bangkok 10200, Thailand. 








Property 


COMMERCIAL PROPERTY — TORONTO 
We have the following properties for sale: 

HOTEL, OFFICE BLDGS, PLAZAS, GOLF COURSES, RESIDENTIAL 
and INDUSTRIAL LAND FOR DEVELOPMENT. 

Contact: -Don Post, Sales Representative -Harold E. Thrift, Senior 
Consultant, 35 years experience, Kelly & Kraag Limited, Realtor, 2255 
Sheppard Ave. E., Suite W303, Willowdale, Ontario, Canada M2] 4X1 
Fax (416) 493-3789 Phone (416) 493-0079 


three years (from mid-1990), which may be renewed ir anaddi- . 








IED ADVERTISEMENTS 


GRIFFITH UNIVERSITY - 
Division of Asian and International Studies 
CHAIR IN INTERNATIONAL BUSINESS RELATIONS 


Applications. are invited for this new position from persons with distinguished 
academic careers in research and teaching and experience in management or con- 
sulting. itis expected that the appointee will have expertise in one or more of the follow- 
ing areas: international finance, international management, international business 
education, multinational business management and strategic planning, and manage- 
ment practices in Asian countries. 

The appointee will be expected to provide academic leadership to the program- 
me in international Business Relations in the newly established School of international 
Business Relations. The programme was set up in response to the increased inter- 
nationalisation of business and the need to develop a broader management educa- 
tional programme with an Asian focus. The first intake for the undergraduate degree 
programme was in 1989. This was a highly successful exercise and showed a very 
strong demand for the programme. Work has commenced to provide courses at the 


Honours, Masters and PhD levels. The programme is taught in conjunction with the 


University's Division of Commerce and Administration. 

The School of International Business Relations is part of the Division of Asian 
and International Studies, which also houses the School of Modern Asian Studies. The 
latter. provides in-depth study of Japan, China or Indonesia, and its language, sup- © 
ported by training in the social sciences (economics, political science, international re- · 
lations, sociology and anthropology) and history. it is likely that Korean studies will be ` 


| addedi in 1990. . 


The Division of Asian and Intemational. Studies also offers a joint LLB/BA in 


- Japan Studies with the Faculty of Law of the Queensiand University of Technology. 
Within Griffith University, it is involved with the Division of € 


( апа Technology 
and the Division of Australian Environmental Studies i inthe conduct of the Bachelor of 
Science with Japanese programmes. - 

“The Division of Asian and International Studies has 55 full-time staff and 800 
students, making it the biggest centre of Asian studies in Australia. The Griffith Univer- 
sity programme of the Key Centre for Asian Languages and Studies, and Australian - 
Commonwealth Government-funded initiative, is also located with the Division. | 

The current salary for a professor is A$63,919 per annum, Superannuation, 
fares to Brisbane for the appointee and dependant family, removal allowances, and 
study leave, after a qualifying period, also form part of the employment pack 

Expanding opportunities exist in consulting through Griffith Research 5 ervices 
and are encouraged by University policy. | 

Applications from both women and men are encouraged. Employment benefits 
посе parental leave and'the possibility of access to full-time child саге апа after- 
school care. 

Applications should be submitted by 31. October 1989. Interested applicants 





Should first write for further information to: The Secretary, Senior Selection Commit- 
“tee, telephone (07) 275 7387. 


Griffith University 
Nathan Qld 4111 
AN EQUAL OPPORTUN ITY EMPLOYER 


Business Opportunities 








SH IOULDER PAD | А 
IS FOR SALE 


New York City ао. with the very latest state-of-the-art 
machinery, making all types of shoulder pads. We do US$10-Mil- 
lion annual volume, selling to major international, national and 
local accounts. We area solid, healthy business with management 
in place, doing well now and poised for tremendous growth. This is 
an excellent expansion oppty for someone already i in the garment 
industry or for someone who wants to invest in the U.S.A. Reply in 
confidence to owner: JAF, Box 1453, New York, NY 10116, U.S.A. 


"ATTN: ambitious American En- 


trepreneur needs partner for- 


joint venture in hotel and night 


club prospects in Texas and | 


Reserv ti hould be 
Louisiana. Send information to: atione's 


addressed to: 
International Classified Manager 
Far Easter Economic Review, 
GPO Bax 160, Hongkong 
Tel: 5-8328300 Telex: 62497 REVAD HX 


James Panos | 
503 Bertrand Dr. | 8 
Lafayette La. 70506 | | 
1-318-237-6455 





| Investment Opportunities ш 

























INVESTORS INVITED a] Know the territory. . z 
Undoubtedly the | Asia-Pacific. E Report | 
Boracq | best beach in the Focus: China in the Reform Era | 
i | Philippines! | 132 pp., paper $15 | | 
| || Third in a series of regional reports, this volume - | 
Exciting first class resort hotel property completed features a wide-ranging examination of a decade o | 
1989. 3 hectares beach front property development MI political and economic reforms in China, and their | 
consists of 55 chalets with own balcony. Main build- social and cultural impact. Also examined are the 
ings with 2 restaurants, 1 coffee shop. Indoor bar resources--human and environmental—that must 
lounge, outdoor bar, fresh water swimming pool Ё fuel China's push to become a world leader. 
wet bar, complete with allnewseasportcenter.Power E The regional overview examines the trend toward | 
» house with OD SS S ЕЕЕ НЕД ЕШ | democratic government; changing Soviet Asia- | 
килы Meu Mee CSAS | Pacific policy; continuing high economic growth 
to 5-star hotel standards. Future development consist i and problems of growing protectionism and low 
of additional 55 rooms, and another resort develop- E prices for many commodities. 
ment in Malaysia. К | 
Т е. | || The 1989 Asia-Pacific Report: Focus: China in the Ree | 
Private offering prospectus available, write: form. Era is sia- Pacifi eds from the EastWest Center. 
The Advertiser Order alone ($15) or as a set ($25) with the 1987-88 
110 Middle Road #07-01 Asia-Pacific Report: Focus: Marine Issues and Pacific 
Chiat Hong Building Islands and the 1986 Asia-Pacific Report: Focus: Twenty- | 
Singapore 0708 Five Years of Change. Each volume includes focus 
Telex: RS38682 | and overview sections, and statistical tables, charts, 
d 
Fax : (65) 3396755 and maps. Price includes surface postage. Sen 
ж | check or money order to: East-West Center, Rm. 
1078, 1777 East-West Rd., Honolulu, Hawaii 96848. | 
HOTEL INVESTMENT OPPORTUNITY Xx EAST-WEST CENTER 


New first class hotel is seeking joint venture, refinancing, 
or direct purchase. Property has 75 luxury rooms, dining 
l.l room, lounge and indoor pool. Revenues gaining at im- 
pressive rate. Centrally located in resort area and enjoys 
commercial and vacation/resort business. 

Inquire to: DAVID WALD (owner), 20 Salt Pond Road, 
Falmouth, Massachusetts 02540, U.S.A. — — 
Phone: 508-457-0606; Fax: 508-457-9694. — 





REVIEW INDEX 


The Review Publishing Company Limited is now publishing a 
quarterly index which details by country, subject and date every- 
thing that has appeared in the Review. 
The index is available on a quarterly basis. Subscribe now and each 
quarterly index will be sent to you automatically as soon as it be- 
| comes available. A vital research tool, the Review index will save 
hours of needless searching for information. ORDER YOURS 
TODAY! Only HK$290 (US$37.50) for 4 quarterly issues. Just com- 
plete the coupon below and send with your payment. 





` COPYRIGHT I REPRINTS 
The combined efforts of the Far Eastern Кросс Review’ slarge and highly skil- 
# led editorial team have made it the premier source of information for those who do 
business, or have an interest, in or with Asia. As a testimony to the publication's 
editorial quality, many Review articles have, over the years, been reprinted in news- 
papers, magazines, educational textbooks, newsletters etc throughout the world. 


Should you as an editor, publisher or on behalf of an organisation, educational es- 
tablishment etc wish to enquire about our reprint and copyright charges, please ad- 
dress your correspondence to: 

Managing Director 

Review Publishing Company Limited 

GPO Box 160, Hong Kong 

Tel: 5-8328300 Fax: 5-8345987 Telex: 62497 REVAD HX 





€——— مجو‎ шшш sn ce je ete mente een cet meh cei ewe emt Sith Mabe tee cum see ria ine rm ne Өө me sve qnm cme Hole ӨӨ: итте wee, Mi sm wes vH sar ines i di <A т tim 


The Circulation Department, 
Review Publishing Company Limited, 
GPO BOX 160, Hongkong. 
Please send my order for the Review Publishing Company 


Limited QUARTERLY INDEX. | enclose HK$290/US$37.50 
(or its equivalent in local currency) in payment. 


(Please print in block letters) 


We welcome enquiries from allinterested parties and assure you of our prompt, indi- 
vidual attention, . 


ume———————— ER PE A IN AAAA HS EE 


mE а e ONAA ANTAA EAA A A AE AAA AN BARANA TA A Ann Hm А ATAA et AEAN ei PON A ANNAA A мың AAAA A ALCO Os 


[7 эчу renes jen Hermes th دہ‎ mie HAMM یی‎ FH smear Dudas en! ر‎ uiti RRR. یر‎ mah ААА m ویار‎ rm mmi 


Readers are recommendec 
| to make appropriate enquiries and take appropriate advice before send- 
4 ing any money, incurring any expense or entering into a binding commit- 
| ment in relation to ar advertisement, The Far Eastern Economic Review | * "€ | 
shall not be liable to any person for loss or damage incurred or suffered | For QUALITY response... 


. as a result of his/her accepting or offering to accept an invitation con | rfticsoi ie cocti 
tained in any advertisement published in the Review. | advertise in this section. 
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sot nik corner CMM. nex "Meter cma mm миа. onur жона  —— P! mene meaa ei арры РИДА баири нЕ mmy чае Gema УЧА фы» аач алаа чул de нити ORE MAN. pan mmm nomm ЧАА hee n Ч, hiin uio трин: ма. 






































irn 


Bureaucrat in big league 


South Korean Finance Minister Lee Kyu 
Sung, 50, has always backed away from a 
centre-stage role. But this graduate of the 
National University's élite School of Com- 
merce will be in the spotlight at the end of 
September when he becomes the first Ko- 
rean to chair an International Monetary 
Fund (IMF) meeting. 

A dassic bureaucrat, Lee attracted little 
attention as he rose 
through the ranks of 
the Finance Ministry 
and the presidential 
Blue House. His ap- 
pointment as finance 
minister last Ое- 
cember was а ѕиг- 
prise, since he was 
neither a political ap- 
pointee nor a well- 
known technocrat. 

His superiors thought enough of Lee's 
abilities, however, to send him to Geneva 
when only 34 as financial attaché of the 
South Korean mission, where he handled 
relations with bodies such as the Interna- 
tional Labour Organisation, Gatt and the 
Bank of International Settlements. 

Lee gets high marks for his attention to 
detail, which will serve him well in running 
the IMF meeting in Washington. It will also 
be important as South Korean officials draw 
up the detailed regulations necessary for 
opening the country's stockmarket to for- 
eign investors in 1992 and for the eventual 
convertibility of the South Korean won. 
However, until Lee resolves his running 
feud with Bank of Korea governor Kim Kun 
over autonomy in setting monetary policy, 
financial reform will be difficult. 





Politician' s belated honour 


Matrika Prasad Koirala, 78, the former chair- 
man of the Nepali Congress Party who mas- 
terminded the downfall of the 104-year Rana 
rule, last week celebrated his diamond 
jubilee birthday at a special function held in 
Biratnagar — the politically volatile town- 
ship 175 miles southeast of Kathmandu. Ac- 
cording to Hindu tradition, the diamond 
jubilee should have been marked when he 
turned 75 but problems delayed the celebra- 
tions for three years. 

Popularly known as MP, he was ap- 
pointed prime minister twice, each time for 
nine months, between 1951 and 1954. He 
has been a controversial political figure since 
he signed the Koshi river project with India 
in 1954, which benefited India rather than 
Nepal. MP stood for election several times 
but was always easily defeated because he 
was seen as pro-Indian. His half-brother BP 
Koirala was the first elected prime minister. 
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PUBLIC EYE 


For his diamond jubilee, MP was hon- 
oured by the mayor of Biratnagar at a special 
reception and praised for his important role 
in the early 1950s in bringing democracy to 
Nepal. MP said the honour bestowed on 
him should be shared by all Nepal's free- 
dom fighters. Even the anti-Indian Prime 
Minister Marich Man Singh Shrestha sent a 
representative, Finance and Industry Minis- 
ter Bharat Bahadur Pradhan, to show his re- 
spect for MP. 


Abbot with clout 

Taiwan's Hsing Yun fa shih, 62, abbot of a 
huge and ostentatiously wealthy Buddhist 
monastary-cum-theme park in Kaohsiung, 
exerts growing political influence through 
his Buddhist publishing and broadcasting 
empire. He had lengthy chats recently with 
exiled Chinese student leader Wu'er Kaixi, 
and met Chinese president Yang Shangkun 
in Peking and the Dalai Lama in Los 
Angeles, where he has a branch temple and 
runs a hostel for itinerant Buddhists. 





Just before the Tiananmen bloodbath, he 
talked for 80 minutes with President Yang 
(who reportedly proclaimed himself the best 
versed in Buddhism of all the Peking geron- 
tocracy). That mainland trip reunited Hsing 
Yun with his 80-year-old mother. He also vi- 
sited his native village in Jiangsu for the first 
time since he left home at the age of 12 to join 
the nearby Monastary of the Great Awaken- 
ing. He remains sceptical, though, of com- 
munist offers to restore limited Buddhist 
control over the Jiangsu monastary. 

The abbot also has connections with 
Taiwan's ruling Kuomintang leaders, 
whom he followed to the island in 1949, At 
the same time he presides over a worldwide 
network of 25 temples in Taiwan, Malaysia, 
Hongkong and the US. 

A charismatic preacher, the stately, silk- 
robed Hsing Yun is usually accompanied by 
a retinue of disciples, mostly nuns. He dis- 
misses recurrent charges of womanizing 
and profiteering as the envious slander of 
unenlightened souls. 


FAR EASTERN ECONOMIC REVIEW 


Ex-diplomat's useful links 
Former Australian diplomat Robert Scoble, 
40, daims the Vietnamese "are basically very 
easy to negotiate with — the opposite to 
what people think." He should know: he 
was instrumental in securing for Australia's 
government-owned Overseas Telecom- 
munications Commission (OTC) a multi-mil- 
lion dollar contract with the Hanoi govern- 
ment to modernize Vietnam’s international 
telecommunications sector. 

Having set up a A$2 million (US$1.53 
million) pilot telecommunications project in 
Ho Chi Minh City in January, OTC and the 
Hanoi authorities are now involved in the 
second, A$15 million stage of the project, 
which saw the opening of a communica- 
tions centre in Ho Chi Minh City in Augus“ 
with another one on the way for Hanoi 
December. 

Scoble — orc's Bangkok-based regione 
representative — started talking to the Viet 
namese in 1986, one year after leavin; 
Hanoi, where he was first secretary in th 
Australian Embassy in 1984-85. Four of h 
10 years with the Australian foreign servic 
were spent in Bangkok. This bachelor »/ 
happy to be back in Bangkok where he say 
he forgoes the city's night-time attraction: 
for a quiet life of reading and attending to his 
hobby of collecting first-edition books. 


A nice change of style 

New Zealand Finance Minister David 
Caygill, 41, has embarked on some well- 
earned globe trotting after helping bring 
down interest rates with his first budget in 
July. His itinerary started with a visit to 
Hongkong in early September to drum up 
new investment, and takes in London, 
Jamaica and Washington (for the annual 
International Monetary Fund  parley). 

Caygil's ^ switch 
from the Trade and In- 
dustry Ministry to Fi- 
nance last December 
has prompted flatter- 
ing comparisons with 
his combative pre- 
decessor Roger Dou- 
glas. Caygill, a Uni- 
versity of Canterbury 
graduate and former 
attorney, will take 
much of the political credit for New Zea- 
land's improved fortunes. 

A Christchurch native, he was elected г 
Labour member of the House of Represer 
tatives in 1978. He became a minister ir 
1984. Like his Australian counterpart, Pau 
Keating, Caygill is a big fan of classica 
music. But unlike Keating and Douglas, hi: 
self-deprecating and easy-going manne 
commands affection as well as respect. ш 
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| Much, much more 
than just one of 


the “Big Four” 


You probably think of Nikko Securities as one of Japan’s “Big 
Four” securities houses. But if you think Nikko Securities 
is big only in Japan, we've got news for you. 

Today, Nikko is one of the largest securities houses in the 
world. Our 18-country network covers almost every field of 
financial activity. At the end of 1988, we had over SPO, “4%, 
US$260 billion in client assets in custody, equal to 7% of 1 “у 















the market value of all stocks listed on the Tokyo 
Stock Exchange — and more than the total value 
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of the Paris Bourse or Frankfurt Stock Exchange! INVES TAN 
| We also have some of the world's most STRA TEGIES. 
[ advanced Investment Technology (IT). Our Japan _ FUNDS, . 
Index Strategy, the first to apply a quantitative TECHNOLO. 


approach to the Japanese equities market, is one of GIES 
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just a few methods available that can closely track 
the performance of the Tokyo Stock Price Index, à; 
which grew at a remarkable rate of 36.6% during 5, 
1988. Nikko Securities' IT-based products mean- RNR 
while took first, second, fourth, and fifth places for Se ч. Ok 
ө ө лу. a MORE URM ES 

performance among all investment trusts in Japan UAM. A reete f HOUSES AND 
that year,* helping to swell our IT-related assets to over ме Є EUM RANKS 
US $28 billion in just three years. д we OAS 

In other areas, Nikko and its subsidiaries lead- Z3 curs Yes : „ион. 
managed 61 debt issues for corporations, supra- Em سسس‎ EN FINANCIAL 
nationals, and governments in capital markets out- rn aa mee 
side Japan in 1988 alone, and have ranked well in the as aen 
top ten in the Eurobond League for three years running. MORE o RNV ork 

Certainly, we have what it takes to meet all your ore 74 9 WO 
financing and investment needs. Whatever they are. NATIONS „2 “ves 
Wherever you are. mtn “2527, co A 


Nikko Securities. 


Isn't it time you took a closer look at us? 
*Source: Nikkei Money 


| &NIKKO 


| The Nikko Securities Co. (Asia) Limited The Nikko Securities Co., Ltd. The Nikko Merchant Bank (Singapore) Ltd. 


| One Pacific Place {th Floor, 3-1, Marunouchi 3-chome, 6 Battery Road, #28-01, | 
88 Queensway, Central, Hong Kong Chiyoda-ku, Tokyo 100, Japan Standard Chartered Bank Bldg, 0104 


Tel: 5-249011, 5-842111]. Telex: 73640 Tel: (03)-283-2211 Telex: ]22410 Tel: 2233390 Telex: RS 35089, RS 42 


The Nikko International Network SEOUL BEIJING QINGDAO SHANGHAI SYDNEY MELBOURNE LONDON ZURICH GENEVA LUGANO FRANKFURT 
LUXEMBOURG PARIS COPENHAGEN MILAN MADRID AMSTERDAM BAHRAIN NEW YORK SAN FRANCISCO LOS ANGELES CHICAGO TORONTO 
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International financial services? © 














We talk your language. 
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(Unit: Bilhon Yen) 














We're talking Euro-yen capital market activities. And we're talking business 
in Japan. In fact, we're multilingual, capable of talking many of the languages 
you speak, like currency and interest.swap transactions. We're also quite 
fluent at making order-made financial plans for you. 

These talents grow out of over $414 billion in assets, making DKB the 
strongest funding base in Japan. We offer services that are worldwide, 
integrated and completely comprehensive. That's how we got to be who we 
are. Not just by being friendly, but by talking your language. 


We have your interests at heart. 


DAI-ICHI KANGYO BANK 


Head Office: 1-5, Uchisaiwaicho 1-chome, Chiyoda-ku, Tokyo 100, Japan Tel. (03) 596-1111 


| Network in Asia and Oceania | Branches in: Taipei, Seoul, Singapore, Hong Kong CHUA Offices in: Jakarta, 
Kuala Lumpur, Bangkok, Bombay, Beijing, Shanghai, Guangzhou, Dalian, Sydney, Melbourne Subsidiaries in: Hi ng Kong, 
singapore, Sydney Associated Companies in: Bangkok, Singapore, Kuala Lumpur, Jakarta, Brunei, Zhengzhou 
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